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AMENDMENT TO FEDERAL RESERVE ACT. 



Committee on Banking and Currency, 

H0U8E OF Representatives, 
Washington^ D, C,^ Friday^ Septemher 19^ 1919, 

The committee this day met, Hon. Edmund Piatt (chairman) pre- 
siding. 

The Chairman. The committee will come to order, and we will 
hear Mr. Ackerman first, if he is ready. Before we do that, how- 
ever, in case we have any protracted hearings on this bill, I will 
appoint the following subcommittee to take charge of them: Mr. 
McFadden, Mr. King, Mr. Nelson, Mr. Strong, Mr. Brooks, Mr. 
Wingo, Mr Lonergan, Mr. Brand, and Mr. Stevenson, with the 
understanding that all of the members of the committee are invited 
to be here and to take part in any cross-examination they want to 
take part in. That is merely for convenience, in case the hearings 
should last longer than we expect they will. I expect to have thero 
over Monday. 

Mr. Wingo. You have me on that subcommittee ? 

The Chairman. Yes. 

Mr. Wingo. I move that the chairman be instructed to get the 
permission of the House for this subcommittee to sit during the 
sessions. 

The Chairman. That is a good idea. 

Mr. Nelson. I second the motion. 

Mr. Wingo. I do not think it would be wise to have a blanket 
authority for the committee; there is no need for that; and there 
would be opposition to it, but if you asked that authority for the 
subcommittee on this bill, I do not think there would be any objec- 
tion, and for that reason I think we ought to have authority to sit 
during the session if we so desire. 

The Chairman. Gentlemen, you have heard the motion, that the 
chairman be instructed to ask permission of the House for the sub- 
committee to sit during the sessions of the House, All those in favor 
of the motion will say "aye"; contrary, "no." The motion is 
carried. 

Now, Mr. Ackerman, we are ready to hear you in regard to your 
bill, or the Senate bill, whichever way you want to put it. 

STAT EMEN T OF HON. EBNEST B. ACKEBHAN, A BEFBESENTA- 
TIVE IN CONOBESS FBOM THE STATE OF NEW JEBSEY. 

Mr. Ackerman. Mr. Chairman and gentlemen of the committee, I 
appreciate exceedingly the opportunity of appearing before you in. 
behalf of this measure. It seems to me that it would have been better 
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if Senator Edge had designated some other member of the New 
Jersey delegation who was longer in experience here in Congress to 
look after his interests in his absence, but inasmuch as I have been 
a friend of the Senator for many years and associated with him in 
other legislative work and a member of his official family when he 
was governor of New Jersey I presume that is the reason he rather 
looked to me in this. I want to say, however, that all credit of every 
kind must be given to Senator Edge, because I merely introduced 
the bill at his request in the House, and the movement behind it has 
been all engineered by him and sponsored by him, and I have only 
taken it up at his request and done the little that I could in order 
to advance what I considered was a meritorious proposition. 

As far as H. R. 8033 is concerned, that is the same as the Edge bill 
as introduced in the Senate. I thought that it would be proper, and 
if the conmiittee has time I might explain where the changes have 
been made in H. R. 8033, in order that the committee might under- 
stand just exactly what changes have been made. 

The Chairman. I think that would be a very good thing to do. 
' Mr. AcKERMAN. Is that the pleasure of the conmiittee? 

The Chairman. Perhaps you might say a few words first on the 
general purposes of the bill. 

Mr. AcKERMAN. I thought I would explain that, and then, in case 
«you are hurried for time, I could leave the other to be printed in 
the hearings, which would save your time and accomplish possibly 
the same purpose. 

The Chairman. In general, the bill is a bill to give Federal in- 
corporation, like the national banks have, to institutions which we 
have already authorized national banks to subscribe to ? 

Mr. AcKERMAN. Yes, that is, in a word, exactly what it is, in order 
that these institutions may secure the securities of foreign institu- 
tions, municipalities, railways, and commercial institutions, and 
bring them over here and against their deposits, in addition, issue 
dollar securities which would be more readily understandable by the 
investors of the United States. 

The Chairman* Is it your understanding that some corporations 
have already been organized ? 

Mr. AcKERMAN. I understand that there are eight under State 
supervision at the present time. 

Mr. Nelson. You say there are eight similar to these ? 

Mr. AcKERMAN. Along these lines, but having no Federal incorpo- 
ration or supervision. 

Mr. Nelson. Where are they located, principally in New York? 

Mr. AcKERMAN. That I can not tell. 

The Chairman. One has a Delaware charter. 

Mr. WiNCO. Let me suggest that when the governor comes down 
Ke can ffive you that detail. 

Mr. Nelson. I was simply interested in knowing where they were 
located. 

Mr. Ackerman. I would be very glad to know. I asked the Sena- 
tor that the other day. May I ask the Senator's secretary about 
that? 

Mr. Garner. I am sorry I can not give that, Mr. Ackerman. I 
had the list over in the office. I am very sorry I did not bring it 
with me. 
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The Chairman. With that general introduction, you might as well 
go ahead and tell us what the changes are. 

Mr. AcKERMAN. Yes; if I may. On page 1 of H. R. 8033, on line 
9, the word " principally ^ was eliminated, making it read, " Corpo- 
rations to be organized for the purpose of engaging in international 
or foreigTi banking." With the wonl " principally "eliminated, these 
corporations are now to engage exclusively with foreign countries, 
thereby, as I understand it, avoiding conflict with the Clayton Act. 
That is the reason that change was made. 

Mr. McFaddex. Strike out the word " principally " ? 

Mr. AcKERMAN. Strike out the word " principally." 

The Chairman. That strikes out a word which we have got 
already in the law, under section 25, with regard to branch banks, 
which says, "Engaging principally in international or foreign 
banking." 

Mr. AcKERMAN. The next change in H. R. 8033 is on page 4, 
line 4, striking out the words " a majority of whom shall be citizens 
of the United States " and changing it to read "All of whom shall 
be citizens of the United States." 

Mr. Win GO. Is there any objection to that? 

Mr. AcKERMAN. No; I believe not, Mr. Wingo. 

Mr. Harding. It might be well to have a few foreign directors, 
because these corporations are engaged in doing a foreign banking 
business, and if you had foreign capital invested in them, if you 
are going to do business at any distance, it would be a great benefit, 
it seems to me, to have somebody interested on the other side to 
protect you in these credits. 

Mr. Wingo. Does not this bill authorize you to own a bank in 
England? Can not these corporations buy a bank in France? 

Mr. Harding. I believe this authorizes the taking of stock in a 
bank. 

Mr. Wingo. It may establish any foreign agency, or own any 
foreign corporations, or control the stock of that corporation. 

The Chairman. That is on page 5. 

Mr. Wingo. You will find that is one of the purposes of the act 
on page 1, the very first one of the purposes for which it is offered. 

The Chairman. We might very easily take that up by saying 
two-thirds or three-fourths of the stock. Go ahead with the next 
one. 

Mr. Ackerman. The next change is on page 5, line 5, after the 
word " usual," the words " in the determination of the Federal Re- 
serve Board" have been inserted, so that the language would be^ 
" Such powers as are incidental to the powers conferred by this 
act, or as may be usual in the determination of the Federal Reserve 
Board." 

Mr. Wingo. Do you have any objections to that? 

Mr. Harding. No; that does not do any harm. It just makes it 
clear that the Federal Reserve Board shall determine what trans- 
actions are usual. 

Mr. Wingo. It makes you the tribunal to determine what is 
usual. 

Mr. Ackerman. Inasmuch as it is subject to the approval of the 
Federal Reserve Board and the Secretary of the Treasury, it seems 
to me it is all right. 
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The Chairman. Yes, that is all right 

Mr. Brooks. Have you cut out lines 6, 7, and 8? 

Mr. Ackerman. No, we do not; but we insert after the word 
" business," in line 8 — ^that is the next amendment that I was com- 
ing to — on page 5, line 8, after the word " business " 

Mr. Wingo. I see you are reading from your copy of your bill. 

Mr. Ackerman. Yes. 

Mr. WiNGO. Because I had a copy of the Senate bill and I noticed 
that the lines did not coincide. 

Mr. Ackerman. On page 5, line 8, after the word " business " the 
words " and not inconsistent with the powers specifically granted 
herein " have been added. This language is also for the purpose of 
clearljr defining the relation of the Federal Keserve Board with the 
administration and supervision of banks operating under this bill. 

Mr. Scott. That is in the Senate bill ? 

Mr. Ackerman. That is in the Senate bill. Those three amend- 
ments were proposed by Senator Smoot in the Senate, and Senator 
Edge, I understood, saw no reason for not accepting them. Of 
course, the Senate bill before you (S. 2472) has passed, has all these 
changes. I am merely going over the changes in detail so that 
they may be clearly understood. 

On page 6, line 3, after the word "That" cross out the words 
"without the consent of the Federal Reserve Board," so that the 
sentence will read : " That no corporation organized herein shall 
invest in any one corporation an amount in excess of 10 per centum 
of its own capital and surplus," and also insert " except in a corpora- 
tion engaged in the business of banking when 15 per centum of its 
capital and surplus may be so invested.^' 

Mr. King. Where does that come in? 

Mr. Ackerman. It comes in at the end of line 6, after the period, 
and the word " surplus." 

The Chairman. After the word "surplus" the paragraph is 
stricken out? 

Mr. Ackerman. Yes; the rest of the paragraph is stricken out. 

The Chairman. Adding " except in a corporation engaged in the 
business of banking when 15 per centum of its capital arid surplus 
may be so invested '? 

Mr. Ackerman. All is stricken out on page 6, from line 7 to and 
including line 17. 

The Chairman. That amendment, it seems to me, we ought not to 
approve. They have stricken out all from line 12 to line 17. 

Mr. Ackerman. From line 12 to line 17; yes. 

The Chairman. What is the object of that? 

Mr. Ackerman. As I understand it, this change takes from the 
Federal Reserve Board the jurisdiction indicated and specifically 
regulates the investment of money in the particulars mentioned. 
Senator Edge thought that was a rather wise change, as to the ques- 
tion of investments. Strictly speaking, it is not an administrative 
function, except by correlation. 

The Chairman. Senator Edge has accepted that amendment? 

Mr. Ackerman. Yes. 

The Chairman. Do you know who offered it? 
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Mr. AcKERMAN. I think that that was eUminated by Senator Ed^ 
himself, upon the suggestion of tlie Federal Reserve Board. That is 
my understandhiff. 

Mr. Harding. Yes; that is correct. 

Mr. WiNGo. Are you striking out the antitrust law restriction. 
Mr. Harding. The Federal Keserve Board recommended that the 
powers specified in section 11 (k) of the Federal reserve act be 
stricken out of this bill. 
Mr. AcKERMAN. That is, from lines 12 to 17. 

Mr. Harding. You remember that under section 11 (k) the Federal 
Reserve Board is empow^ered to grant to national banks certain trust 
powers exercised by State banks and trust companies. I see no oc- 
casion to have trust powers extended to these corporations. We 
could not ascertain that the exercise of trust powers was at all 
necessary in their operations. They could always get some triLst 
company to act for them. 

Mr. WiNGO. Does section 11 (k) of the Federal reserve act cover 
trust powers? 

Mr. Harding. That covers trust powers ; yes. 
Mr. WiNGO. Did the Senate bill cut that out? 
Mr. HL\RDiNG. Yes, sir ; and they also cut out the provisions of sec- 
tion 7. My recollection is that the object of including that in this 
bill was to permit bank directors who w^ere alread^r connected with 
national banks to become connected with these foreign banks or ex- 
port corporations, if they saw fit. If you will refer to section 7, you 
will see what those provisions are. 

Mr. WiNGo. May I make this suggestion, Mr. Chairman? As I 
understand, Mr. Ackerman is pointing out the changes, and subse- 
quently we can consider them separately, but if we undertake to take 
up the structural changes now, we will be a day or two, and I would 
suggest that the gentleman point out the changes, and then give us a 
general statement about the bill. 

Mr. Ackerman. Yes. I thought that on the floor of the House un- 
doubtedly, Mr. Chairman. You would substitute Senate 2472 for 
H. R. 8033 there, which will be in completed form, and I thought 
possibly the members of the committee would like to get just exactly 
what changes had been made. 

Mr. WiNGO. I want to suggest this, if the chairman will permit me, 
that the practice of this committee is this, and that is what we will 
do with this bill, to frame a bill as we like it. We will call up the 
Senate bill and we will move to strike out all after the enacting clause 
and substitute the determination of this committee. That is prob- 
ably what we will do. We will probably substitute the Ackerman 
bill, as amended by the committee. When we get through we will 
perfect your bill, and we will then authorize the chairman or you to 
reintroduce it, and then we will report the Senate bill with amend- 
ments, striking out all after the enacting clause, and substitute the 
Ackerman bill^ as you bring it down to date. That will be the prac- 
tice that the committee, you will have to assume, will carry into 
effect. 

Mr. Ackerman. That will be rather unfair to Senator Edge. 
Mr. WiNGO. It is not a question of unfairness ; it is a question of ex- 
pediting the public business. If we undertook to explain all of these 
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structural chanffes we would never get through with it on the floor 
of the House, xhe committee of the House generally reports one 
amendment and then we can control the debate and save a whole lot 
of discussion and useless explanation. 

The Chairman. That does not rob the Senator of anv credit, any- 
way^ because it will be known as the Edge- Ackerman bill. 

Mr. WiNGO. You gentlemen have no rivalry between you? 

Mr. Ackerman. No rivah-y at all. I deserve no credit. I am 
merely helping it along for Senator Edge. 

The Chairman. The next change is on page 7. 
* Mr. Brand. What did you do with section (e) i 

Mr. Ackerman. Section (e) was eliminated, as Gov. Harding has 
just said, by Senator Edge himself. 

Mr. BuRDiCK. Should that letter "d" come down to line 18? 
Should the letter " d " be stricken out, or should that come down to 
line 18? 

Mr. Ackerman. Lines 12 to 17, including the letter (d), are all 
stricken out. 

Mr. BuRDicK. Starting with line 18, that is subdivision (c), is it, 
still under (c) ? 

Mr. Ackerman. Yes. 

Mr. BuRDiCK. Then, of course, you will have to erase a letter 
later on ? 

Mr. McFadden. That is the last letter, I believe. There is no fur- 
ther letter. 

The Chairman. On page 7 there is a change. 

Mr. Ackerman. On page 7, line 2, after the word " section," the 
following amendment has been added. This was the suggestion of 
Senator Gronna, of North Dakota. Tlie words have been added 
after the period in line 2 : 

No corporation or^ranlziMl iindor this act shall engage in commerce and 
trade, or deal in connnodities or foodstnfT, or as a condition of extending 
credit dictate or attempt to conti'ol tlie buyer or seller in the disposition of 
commodities, or interfere with the fnH»dom of conijietition in the sale of com- 
modities. 

As I understand it, this amendment was inserted in order to dif- 
ferentiate between financial conditions and commercial ones. 

The next amendment is after the word " business," on line G of 
the same page, and this amendment was offered by Senator Smoot, 

Mr. WiNGO. What page is that? 

Mr. Ackekman. Page 7. 

Mr. WiNGO. Of your bill? 

Mr. Ackerman. Yes; of my bill. 

Mr. WiNoo. What is that amendment i 

Mr. Ackekman. That is (m line (>, and the amendment is: 

And the remainder of capital stcx'k of such <'orporation shall be paid in In- 
stallments of at least 10 per centum on the whole amount to which the cor- 
poration shall be limited as frtHpiently as one installment at the end of each 
8Uctve<linK two months from the time of the comm(»nct»ment of its banking op- 
erations, until the whole of the (»apital stock shall l»e paid in. 

That, I understand, is the provision in connection with the na- 
tional banking act, is it not. Gov. Harding? 

Mr. Harding. Yes, sir. I may say, however, right there, Mr. 
Ackerman, that some of the foreign banks with whom these com- 
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panies would have to compete are permitted to have an authorized 
cai)ital of which only 50 per cent is actually paid in, and this pro- 
vision applies only to the part which must be paid in. The Federal 
reserve banks themselves have only 50 per cent of their subscribed 
capital paid in, you know. 

I sent the chairman the other day a letter from one of these for- 
eign banking corporations suggesting that if any change was made 
that you authorize subscribed capital larger than the paid-in capital. 

Mr. AcKERMAN. If that were the case, the capital would all have 
to be paid in within 14 months, would it not? 

Mr. Sthon(j. It would under this amendment. 

Mr. Hardincj. This now does not permit any authorized capital 
beyond the amount that would be paid in within a given time. 

Mr. Strong. It forces the payment in of the full amount early. 

Mr. Harding. Referring to the double liability section, the bank 
official suggested this as a compromise for the double liability, that 
you could have a larger authorized capital than the amount paid in. 
Of course, the subscribers would be liable for the payment of their 
full subscriptions. 

Mr. AcKERMAN. On page 7, line 23, the bill was amended by in- 
serting after the word " purposes " the words " as amended," and 
striking out after the word " shall " the word " not," so that the sen- 
tence shall read " and for other purposes shall be construed to apply 
to the directors," etc. Tliat was an amendment by Senator La Fol- 
lette. 

Mr. WiNGO. In other words, it is the negative of the original 
proposition, and instead of saying tliey shall not apply, you say they 
shall apply? 

Mr. AcKERMAN. Yes. 

Mr. Harding. That is what I had in mind a moment ago. That 
is the directoi-s' section. Section 8 of the Clayton Act provides 
against interlocking directorates between banks having over 
$5,000,000 resources in cities of more than 200.000 people. If you 
take out the word " not," then a director in a national bank which 
has resources over $5,000,000 would not be permitted to be a director 
in one of these corporations, and instead of having good responsible 
directors, you might get a lot of dummy directors in these corpora- 
tions. The board thinks it would be very inexpedient to take out the 
word " not." If you are going to permit a national bank, for in- 
stance, to take stock in a corporation of this sort, the national bank 
might very naturally like very much to have one of its directors on 
the board of this corporation. It would be in the public interest to 
take care of national-bank subscriptions and to see tnat no ill-advised 
investments were offered to the public. If a director of a national 
bank can not serve as a director of a corporation of this kind, you 
are going to find people who are not accustomed to large transactions 
of this kind acting on the board, and there may be some dummies 
and incompetents, I think. 

Mr. WiNGO. There would not be much consideration at those board 
meetings ; they would be carrying out instructions. 

Mr. Harding. Dummies would carry out instructions, and there 
would not be very much debate at the board meetings, and no dis- 
cussion or anything would come up. 
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Mr. -AcKERMAN. On page 8, in line 3, the word " not " has beeni 
eliminated. On page 8, line 4, the word "except" has been elimi« 
nated. 

On line 5, after the words " extent of," all down to and through 
line 15 has been eliminated, and an amendment has been inserted, 
so that the paragraph will read " and engagements of such corpora- 
tion to the extent of double the amount of their stock holdings."^ 
That is the double liability clause. At the present time, I am in- 
formed, there are eight corporations of this character organized 
under State law. 

Mr. Harding. I have a memorandum on that subject that I would 
be glad to submit to the committee for insertion in the record, when- 
ever you would like to have it. 

Mr. McFadden. I think it would be a good plan to let it go in at 
this point. 

The Chairman. We will call on Gov. Harding when Mr. Acker-^ 
man gets through. 

Mr. WiNGO. I think that would be a better plan. 

Mr. AcKERMAN. On line 16, page 8, the word " however " is stricken 
out, making lines 16 and 17 read : " No such corporation shall become 
a member of any Federal reserve bank." Line 5, after the word 
" of," to and including line 15, is stricken out, and lines 16 and IT 
are retained, with the word " however " stricken out. 

Mr. Strong. After the words "extent of " you insert the words 
" double their stock holdings " ? 

Mr. AcKERMAN. "Double the amount of their stock holdings ;"^ 
yes. 

Mr. WiNGO. But the chairman calls attention to the fact that the 
provisions of lines 16 and 17 have been put up above following the 
provision in lines 2, 3, 4, and 5. 

Mr. AcKERMAN. Have they been changed that way in the bill?^ 

The Chairman. With the word " however " cut out. 

Mr. WiNGO. I find that in the Senate bill, on page 8, lines 6 and 7y 
appears the provision which is on lines 16 and 17 of your bill. 

Mr. BuRDiCK. Without the word " however." 

Mr. AcKERMAN. That would bring that up there anyhow. That 
would be logical. That would come up anyway. You strike out 
the lines from 5 to 16, inclusive, and push lines 16 and 17 up, which 
would make them lines 6 and 7. 

The Chairman. The next amendment is on page 9. 

Mr. AcKERMAN. On page 9, line 4, after the words " Federal Re- 
serve Board," insert the words "or the Attorney General." That 
was a suggested amendment offered by Senator Lenroot, to make it 
read " Federal Reserve Board or the Attorney General." 

The Chairman. I suppose there is no objection to that. 

Mr. AcKERMAN. On page 10 a new paragraph has been added, and 
this amendment was suggested by Senator Gronna : 

Every banking corporation authorized to do foreign banlslng business under 
the provisions of this section shall for the purpose of taxation make reports 
to the Federal Reserve Board and the Commissioner of Internal Revenue at 
such time and in such form as tJiey may require. Including a true report of 
the names of the actual stockholders of such corporations, and the amount of 
stork held by each and all such corporations organized and transacting busi- 
ness under the provisions of this section shall be taxed the same as member 
banks of the Federal reserve system. 
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Mr. Chairman, I do not wish to take up the time of the committee, 
especially as Gov. Harding is here, whom we would very much like 
to hear, but I would like, if I may, to file with the committee a 
brief that I have prepared on the subject and also state to the com- 
mittee that I have numerous letters from individuals and corpora- 
tions in favor of the enactment of legislation along this line and also 
a very interesting letter from a gentleman who was a member of one 
of the subcommittees in connection with the peace conference abroad, 
who has now returned to this country. 

Mr. McFadden. Who is this gentleman? 

Mr. AcKERMAN. His name is Maj. Spackman, of Philadelphia. 
He has left for Central America as an engineer. He volunteered this 
information, knowing me as a fi-iend, and wanted the opportunity 
to see me to relate some of the reasons why, and I asked him to put 
them in a letter, and he did so, and I would like to file that letter. 

Mr. Win GO. You want that letter to go in the record? 

Mr. Ackebman. I think it would be illuminating. 

Mr. WiNGo. I do not think we ought to encumber the record with 
things generally, but I can understand how this gentleman is call- 
ing attention to certain facts in a letter. He is not present, so we 
can not get the benefit of his personal testimony, and I think that we 
might permit a letter like that ; but I do not think it would be wise 
to encumber the record with letters that are purely conunendatory or 
condemnatory, unless they furnish some concrete information on the 
Fubject. We want thes(» hearings so that the members will read 
them. 

Mr. King. I ask that the gentleman be permitted to insert the let- 
ters he speaks of in the hearings. 

The Chairman. I see no objection, if they are carefully selected. 

Mr. WiNGO. I am willing to leave it to his judgment, with that 
caution. 

The Chairman. If there is no objection, they will be inserted. 

Mr. AcKERMAN. Maj. Spackfnan, who has been over there two 
years, can really give some light on the necessity for legislation of 
this kind. 

Mr. Nelson. If you do put in there at the point letters which are 
favorable to the legislation, I would presume that letters similar to 
that may be against the proposition will be privileged to be inserted 
at the proper time? 

Mr. AcKERMAN. Yes. 

Mr. Kjng. Put in everything there is. Can you give us just a gen- 
eral idea as to what position Maj. Spackman was occupving there in 
Paris? 

Mr. AcKERMAN. I can if you will allow me to refer to my letter. 

Mr. KiKG. I do not want to delay the hearing, but I think that is a 
very important proposition. 

Mr. AcKBRMAN (reading) : 

The opinions expressed In this letter are the result of a careful study of 
the conditions during my two years' service in France, and especially when I 
had exceptional opportunities of studying the economic situation during my 
assignment as technical adviser to the department of finance and economics^ 
war damages In allied countries. 

Mr. King. Appointed by whom, the United States Government? 
Mr. AcKERMAN. I imagine so. 
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Mr. King. Did he represent the United States Government, or did 
he represent some banking institution or financial institution ? 

Mr. AcKERMAN. Not as I understand. 

Mr. BuRDiCK. Was he not connected with the peace conference? 

Mr. AcKERMAN. I take it that he was, from what he said verbally. 

Mr. King. Named by the President? 

Mr. WiNGO. I think he was one of those economic experts, possibly 
that the President selected. 

Mr. AcKERMAN. Yes. 

Mr. King. I was not asking what authority he had, but who ap- 
pointed him ? 

Mr. Ackerman. He does not say. He sailed for Central America 
on last Fridajr, but I can ascertain that from his partner in this 
country, and give the information to the committee. 

Mr. King. It would give his opinion much more weight if we 
knew just what capacity he occupied. 

The Chairman. Have you concluded ? 

Mr. Ackerman. Yes; I have concluded, if I may be allowed to 
file what I would read, which may be considered part and parcel of 
the hearing this morning. 

The Chairman. That is understood. 

Mr. Ackerman. I thank the committee for its kind attention. 

The Chairman. We are very glad to have heard from you, Mr. 
Ackerman. 

(The brief and letter above referred to by Mr. Ackerman are as 
follows:) 

Mr. Chairman and gentlemen of the committee, the impoverislied conditiou 
of Europe makes commercial aid and financial assistance from us to-day as 
essential as our military help in 1917 and 1918. 

The bill before you makes possible the extension of this help, and it does 
so by helping these countries help themselves. 

At the same time, it affords the means whereby American trade can be re- 
established on a basis that recognizes the lessons taught by the war. I take 
it that any measure of this Fort which woyld fail to do so could not have your 
approval. 

With the return and demobilization of our troops, and the increased sup- 
plies they are sure to turn out as soon as resumption of their productive 
activities can be accomplished, we will be enabled to supply the demands of 
foreign markets without stinting ourselves in any article or commodity. 

The ships now under way to early completion and commission under the 
Shipping Board will be ready for cargoes at about the same time; in fact, 
many of them are now in operation, but not as actively as they might be and 
are sure to be when crops and goods are ready, providing some form of credit 
has been established for European buyers. 

I do not mean by this they have not the money. True, in some cases they 
have not; but even those who have find trade w^th us prohibitive, because 
of the low rate of their excliange, or, if you prefer, the high rate of our ex- 
change. 

As you know, the rate of exchange is controlled by as immutably a law of 
commerce as the one of supply and demand.. When the balance of trade is 
continued against a country, as has been the case between us and European 
nations, it is inevitable that their currency goes down as a medium of trade 
between us. 

This would not be so markedly the case if all trading exchanges were 
transacted with gold as the medium. It so hapi)ens, however, that we nave 
more gold than any other country in the world; in fact, according to figures 
recently coming to my attention, we have 25 i^er cent of all the world's gold. 

There is no danger about our dollar going down, therefore, as we are able 
to pay in gold all trade balances against us. Countries that can not, find 
their currency depreciated. 



AMENDMENT TO FEDERAL RESERVE ACT. 13 

This bill would tend to correct that, not for the benettt exchiHively of these 
countries, however, and only as a plain biisineas proposition in which America 
would come In for her share of benefit. Eurojie now stands ready to become 
our marlcet in a much larger decree than at any time previous to the war and 
we can Iceep her so. We can not Ijjnore her needs now and not be injured. 
She was our best customer l>efore the war. When any lm^iness loses a large 
account, that business is hurt. If the management is prudent, it will by 
every means at Its command extend aid to that customer in getting on his 
feet. The reason is obvious. 

If we do not take >ome steps to assist Kuroix* in rehabilitating her demoral- 
ized and disorganized CH)nunerce, we not only stand in our own light but we 
obstruct and delay the work of reconstruction which follows all wars. The 
one just close<l having Imh-ii the worst In the history of the world, the task 
of reconstruction is the greatest. 

One way of undertaking this job and making a profit out of it is afforded 
in this bill, which has the indorsement of S^Tetary of the Treasury Glass 
and Gov. R. H. Harding, of the Fe<leral Reserve Board, on the one hand, and 
business, as abundantly attested in numerous comnmnications, on the other. 

It permits the organizatiim of banks to loan money to the European or 
other nations wishing to deal with us, taking their securities as collateral. 
In this way trade l)alan(vs be<*ome practically an article in trade, because 
we hold gilt-edge stnuiritles against our own money loaned them to buy our 
own goods. This will readjust the rate of exchange and remove the present 
prohibitive conditions on foreign buyers. 

I have no pride of authorship In this measure. It was prepared in the 
Federal Re.serve Board. I presented It in the House and Senator Edge 
offered it in the Senate. It has recently passed there, with certain amend- 
ments, to which, with ycmr iwrmlssion, I will refer briefly : 

On page 1, line 0, the word " principally " was eliminated, making it read 
"Corporations to be organize<l for the purpoJi^» of engaging in international 
or foreign banking, etc." With the word " principally " eliminated these 
corporations are now to enpige exclusively in trade with foreign countries, 
thereby avoiding conflict with the Clayton Act. 

The next change Is on page 4, line 4. where the language " a majority of 
whom shall be citizens of the United States" is changed to read "all of 
whom shall be citizens of the Unlte<l States," so that all of the directors 
of the proposed corporati(m must be citizens of the United States. This 
change was in mind when I said the bill recognizes the lessons taught by 
the war. During it we experienced foreign control of business conducted in 
America in a number of Instances. With an American board of directors 
none of these concerns can i)osslbly fall under any other control. 

On page 5, line 5, after the word " usual " the words " In the determination 
of the Federal Reserve Board " have been Inserted. As an administrative 
proposition it will be seen the change avoids any question as to the placing 
of • responsibility for " determining " or passing upon applications for operat- 
!ing: under the bill. 

The next change, on page 5, line 8, after the word "business" the words 
" and not inconsistent with the powers specifically granted herein " have 
been added. This language is also for the purpose of clearly defining the 
.relation of the Federal Reserve Board with the administration and super- 
vision of banks operating under the bill. 

- . On page 6, line 3, after the word "that" the words "without the consent 
of the Federal Reserve Board " have been eliminated, so that the sentence 
.shQuld read " That no corporation organized herein shall Invest In any one 
corporation an amount in excess of 10 per cent of its own capital and surplus." 

To this is added the following language, " except in a corporation engaged in 
(the business of banking, when 15 per cent of its capital and surplus may 
be so invested." This change takes from the Federal Reserve Board the 
Jurisdiction indicated and specifically regulates the Investment of money 
in the particulars mentioned. I think the separation a wise one, as the 
question of investments, strictly speaking, is not an administrative function 
except by corelation. 

All the language on page 6, line 6, beginning with the word "the" and 
.continuing down to the word " corporation," in line 17, has been stricken out. 

This eliminates the objection that was raised by some that the Clayton 
Act should not be suspended against these corporations. It is just as well 
to have it go out, thereby harmonizing with the change made when "princi- 
pally " was stricken out, confining the operations to foreign trade exclusively. 



14 AMBNDldENT TO FEDERAL RESERVE ACT. 

On page 7, line 2, after the word "section," the following amendment has 
been added: "No corporation organized under this act shall engage in com- 
merce and trade, or deal in commodities or foodstuff, or as a condition of 
extending credit dictate or attempt to control the buyer or seller in the dis- 
position of commodities, or interfere with the freedom of competition in the 
sale of commodities." This amendment was inserted to differentiate between 
financial operations and commercial ones. 

On page 7, line 6, after the word "business," appears the next amendment. 
It reads, " and the remainder of capital stocls of such corporation shall be paid 
in installments of at least 10 per centum on the whole amount to which the 
corporation shall be limited as frequently as one installment at the end of each 
succeeding two months from the time of the commencement of its banking 
operations until the whole of the capital stock shall be paid in." 

The idea being that once the banking corporation commences business it shall 
have its capital stock paid up within 14 months after beginning business. 

On page 7, line 23. the bill was amended by inserting after the word " pur- 
poses " the words " as amended," and striking out after the word " shall " the 
word " not," so that the sentence shall read : " and for other purposes, as 
amended, shall be construed to apply to," etc. The words clarify the language 
of the paragraph which relates to the act of October 15, 1914, as it applies to 
holders of bank stock and bank directors. 

On page 9, line 4, after the word " Board," was inserted the words " or the 
Attorney General," thereby making a double security in the matter of suits 
which may arise under the act. 

On page 10 a new paragraph was added, as follows : " Every banking corpora- 
tion authorized to do foreign banking business under the provisions of this 
section shall, for the purpose of taxation, make reports to the Federal Reserve 
Board and the Commissioner of Internal Revenue at such time and In such 
form as they may require, including a true report of the names of the actual 
stockholders of such corporations, and the amount of stock held by each and all 
such corporations organized and transacting business under the provisions of 
this section shall be taxed the same as member banks of the Federal Reserve 
System." This amendment provides for the taxing and states the metiiod 
whereby the corporations shall be taxed. 

Special attention should be drawn to the language stricken out on page 8 
from line 5 after the word " of " through and including line 15. The language 
was inserted in the ori^nal bill, but it was stricken out by the Senate and the 
words " double the amount of their stock holdings " was incorporated. 

At the present time, I am informed, there are eight corporations of this 
character organized under State laws concerning which the Federal Reserve 
System has no jurisdiction. They are doing the same class of business as the 
proposed corporations provided for in this bill, but are not under the necessity 
of this provision, and it would seem to be justly so. 

These corporations, as proposed, are not, strictly speaking, conducting finan- 
cial transactions on the same basis as banks of deposit under the Federal 
reserve system, but are corporations of amplified commercial i)Ower, and it 
therefore seems that this provision is unduly onerous and might tend to curtail 
to a greater or less degree the incorporation of these banks. They have for 
their primary objects the making of satisfactory returns to those who invest 
money therein and are an absolute necessity under the present circumstances 
for the extension, in fact the preservation, of our commerce with the foreign 
countries who have not the liquid resources at the present time with which 
to meet the urgent demands for raw materials of all kinds, Including those 
necessary for the extension of municipal and other railways, and of dty 
Improvements, because of the drain upon their resources occasioned by the late 
unpleasantness. In this connection It might not be Inappropriate to call your 
attention to the views expressed by Herbert Hoover. He foresees chaos In 
Europe unless something is done Immediately to stimulate production and 
revive exhausted credit. 

Under the Webb-Pomerene law, which allows manufacturers In America to 
combine for foreign trade, the National Foreign Trade Council has been organ- 
ized. This will materially assist. 

Senator Edge said during the passage of this bill through the Senate : 

"A previous Congress went on record some years back — four or five years 
ago, I believe — and passed an act known as the Webb-Pomerene Act, In which 
it was clearly set forth, going even much further than this bill, that corpora- 
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tioDs in this <-oiiiitry could combine for the purpose of successfully carrying 
on an export businof^ That Is now a law. Any concern In this country selling 
^oods abroad must of necessity abide by the laws of that country. To-day we 
are mot in our endeavor to Increase and expand our export trade by various 
embargoes on the other side and by national monopolies. It does seem to me 
that there can be no logical reason against this measure. We are not dealing 
in America. They are not combining here to fix prices to the consumers in Cali- 
fornia or New York. They are going abroad, as they are already empowered 
to do under the Webb-Ponierone Act, and we are simply financing in a way, 
you might say, the Webb-Pomerene Act by establishing under the supervision 
of the Government these banks to help do the business which Congress has 
already provided and invited our business men to undertake." 

The voluntary Indorsements of this proposition have come from all sections 
of the country, and by no means are confined to what are generally regarded 
as " big business *' concerns. I would In* glad to have these letters examined 
to substantiate this assertion. 



Henr\ S. Spackman Encinkerino Co., 

2024 Arch Street, 
Philadelphia, Pa., Septnnbcr 5, 1919. 
Hon. Ernest u. Ackerman. 

Hoiise of RcpresditatircH. Washington, I>- ^• 

My Deab Mb. Ackebman: In connection with our conversation of Tues- 
day, I desire to emphasize the absolute necessity of the Government taking 
action which will enable the American manufacturer to finance export busi- 
ness, not only to Europe, but to South America, China, Asia, and Africa. 

In my opinion the necessity of industrial and financial help to the allied 
nations is fully as vital and imperative as was their need of military assistance 
in 1917 and 1018. It is equally Important to the United States that this com- 
mercial assistance be extended, as until normal industrial and commercial 
conditions are re8tore<l to Europe I do not see how we can hope for any marked 
reduction in the high cost of living, a stabilized foreign trade, or an ameliora- 
tion of the industrial unrest which is seethinjr in Europe, and which, if not 
<!orrected, is bound to spread to this country with ever increasing force. 

While many believe that increased export can only result in increased high 
cost of living, such reasoning is, in my opinion, erroneous. Take, for instance, 
France. Prior to the war France was practically self-sustaining, producing 
foodstufEs, coal, and clothing in sufllcient quantities to supply the needs of 
her people. To-day, with a reduction of 50 per cent in her food and coal 
production and the practical wiping out of her textile industries so far as the 
production of woolen cloth, cotton goods, and linen is concerne<l, she is forced 
to purchase these necessities of life in the worlds' market, bidding against our 
own citizens for these essentials. Take for example, the sugar industry. Be- 
fdre the war in the invaded district of France there were operating some 112 
sugar factories. To-day these factories are all wrecked and France Is com- 
pelled to purchase this important commodity. The same is true of practically 
every essential of life and applies to the rest of Europe as well. 

The shipping of the necessary reconstruction and raw materials to Europe 
may, it is true, tend temporarily to maintain high prices for such commodities 
as are needed in the reconstitution of Europe. The ultimate effect, however, 
will be that as soon as production is resumed abroad there will be a continued 
filing off in their demands on us for supplies; and when normal conditions 
are reached there will be the natural resumption of export to us, which will 
increase the supply of imported goods and cut down the price. 

As it is impossible for Europe to pay for Imports at present, either with gold 
or commodities, the resulting depreciation In exchange from any large export 
would practically inhibit the purchasing of the necessary reconstruction mate- 
rial The only way this depreciation In exchange can be avoided is by legis- 
lation which would enable our manufacturers to extend long credits to their 
European customers and permit them in some governmental agency. You will 
readily realize that no American manufacturer can afford under present finan- 
cial conditions to sell goods under any other than a dollar basis of payment. 
On the other hand, the French merchant or manufacturer can not afford to 
porchase when he does not know whether he will have to pay for the dollar 
7 francs or 9 francs. Nor can he sell his goods In the American market 
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when he has no assurance of what value he will receive in francs for the 
dollar paid. In its final analysis the low exchange rate is equivalent to the 
high export duty on American commodities, which acts practically as an 
embargo or an excessively high tariff against imports from the United States 
and limits the purchase from us to the absolute necessities. 

With a very large percentage of industries in France incapacitated, owing 
to the German destruction, and another large percentage shut down for lack 
of fuel and raw material with which to manufacture, and lack of transporta- 
tion facilities for shipment of their finished product, there must be much 
unemployment in France. This, combined with the actual scarcity and high 
price of the bare necessities of life — food, clothing, shelter, and heat — ^makes 
the working classes a fertile field for the development of radical socialistic 
and Bolshevistic- theories, which, if the cause is not removed, will, in spite of 
the natural patience and good sense of the French working classes, lead to 
radical socialistic developments, the contagion from which may spread to this 
country. 

While politically the United States has been isolated from the schemes and 
intrigues of Europe, economically the interests of the whole world are so 
woven together that disturbances of normal industrial and financial conditions 
there must inevitably react on our business prosperity here. Even though the 
markets of the United States are large, we can not depend on them alone for 
our prosperity and live within a Chinese wall. We need the competition of 
Europe and the importation of commodities to restrain the tendency to high 
prices here, and we need markets to dispose of our surplus products. 

It is equally important for the economic welfare of the world as a whole 
and for the restoration of a normal reserve of commodities that the production 
of the undeveloped regions, such as South America, Africa, and Asia, be pushed 
to the maximum. This requires money. Owing to the losses of the War, Ger- 
many and France have no money to spare for such work, and it is doubtful if 
England can continue to advance money as heretofore. The burden therefore 
must fall on us, and any governmental action looking to the promotion of foreign 
trade and its financing should provide for these sections, as well as for Europe. 
Any such scheme should contemplate the credits of individual concerns as well 
as governmental securities in payment for purchases here. 

The opinions expressed in this letter are the result of a careful study of the 
conditions during my two years' service in France, and especially when I had 
exceptional opportunities of studying the economic situation during my assign- 
ment as technical adviser to the Department of Finance and Economics, War 
Damages in Allied Countries. In this capacity, in addition to the direct physi- 
cal damage caused by the war to the industries of France, Belgium, Italy, and 
the Balkan States, I had also to study the effect of the war on their export 
trade. 

To sum up, roughly, the productive power of France in commodities essential 
to life has been reduced 50 per cent. If her people are to live, she must bid 
against our own citizens in our market or the markets of the world for her 
necessities. What is true of France Is true of practically all Europe, and until 
normal production capacity is restored to Europe, her extraordinary demands on 
us will of necessity increase the cost of living here. In addition, until means of 
earning a livelihood is provided to the workers of Europe through the reestab- 
lishment of normal economic conditions, industrial unrest and revolutionary 
ideas will be rampant, and such industrial disturbance will be reflected and 
reechoed here. 

Very truly, yours, 

Henry S. Spai^kman, President. 



National Foreign Trade Council, 

India House, Hanover Square, 

Neiv York, Septeinher 18, 1919, 
Ernest R. Ackerman, Esq., 

House of Representatives, Washington, D. C. 

Dear Mr. Ackerman : I thank you for yours of Septeml)er 8, inclosing copy 
of H. R. 8033. I have not had opportunity to study this bill closely, but as I 
have looked it over somewhat hastily, it seems to be the same as the Edge hV\, 
8. 2472, passed by the Senate on September 9. The National Foreign Trndo 
Council is in favor of the Edge bill and is of the opinion that legislation of thi.-^ 
character is essential to enable this country to extend assistance, especially 
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In the matter of crwUts, to Eun)iK\ which Ih vitally ne<tjssar.v to the restoni- 
tion of nonuul con<litioiis throughout the world. 

Europe owes us a huKt» annuul Interest hill. At the Hanie time, she neetls 
enormous additional supplies from us. She <-an not hejrln to make payments 
on our interest aecount until her hulustry Is suhstantlally rfestahllshed. She 
can not ac<*ompllsh that suhstantlal reestal»llshmont of her Industry without 
the purchase of essential material fr<»m us. and she can not purchase that 
material except uiK)n <*re<Ut. It Is atask h«\vond the capa<lty of the normal 
machinery' of this country. This lejrlslatlon Is as essential a war measure as 
^i-as the creation of an army ov the pr'.Mluctlon of nnmlthtns. 
Faitlifully, yours, 

<). K. I>AViH, Secretary. 

The CiiAiRM.\N. (}(>v. Iliinlin^, are you ready to proceed? 

STATEHEHT OF HON. WILLIAM P. 0. HARDING, OOVEBNOB, 

FEDERAL RESERVE BOARD. 

Mr. HARDiN<i. Mr. Cluiirnuin, the Federal Reserve Board wrote 
the Banking and Ciirrenev Coininittee of the Senate, when this bill 
was under eonsideration l)v tliat eoiuinittee, its views on the bill, 
and made some .su^f^e.stions, an<l the eonuuittee adopted those sugges- 
tions and reported the bill in line with the boards recommendations. 
The letter is rather hmg. I do not know whether you want me to 
read it or merely file it. 

Mr. KiN<j. I would like to hear it read invself. 

Mr. WiNGO. I suggest that it go in the record. 

The C'lrAiRMAN. Does the committee want it read? 

Mr. Stroncj. Let us hear it read. 

Mr. Hardino (reading) : 

Tills bill is <lra\vn for the imrp<>><e of aiiieiHlinjr section 2n of the Federal re- 
serve act, by provldinjr for tlu» incoriH)ratioi! under Federal law of institution-s 
to engage principally in international or forcijrn hankinjj: or otlier international 
or forelRn finaneial operations, including hankinj:: or ()tlier tinancial oiwrations 
in a dei)endency or insular poss<*sslon of the I'nited States. 

Section 25 of the FiMleral n»srrve act as amended by the act of September 7, 
1916, authorlz<»8 any national l»anlvin;j: association iK)sessinjr a cajjital and sur- 
plus of $1,000,000 or more to tile an application with the Federal Reserve Board 
for its i)ernil8sion, first, to establlsb branches in foreij^n countries, and second, 
to Invest an aunmnt not exceiMlinjr 10 per cent of its capital and surplus in the 
stock of one or niore banks or corporations cbartered "under the laws of the 
United States or any State theriM»f " and jirincfipally enjjraj?e<l in international or 
forei;i?ii bankinjj. In order to promote tbe f(n*ei;rn c<mmierce of the United 
States, c(»rtaln nathnial banks have orjranized cor|M)rations of the kinds de- 
scribed in this s<M*tion under various State laws for tlie purpose of providing 
this means of linancinjr American exporters and importers. The i)ersons in- 
terested in these corporations, bowever, have made numerous appeals to the 
Federal Reserve lioard and to members of (\nifrress' for the enactment of a 
law authorizing; the in(?on)oration <)f institutions of this character under 
F'e^leral chni*ter, it beinj? ar^ucMl very reasonably and loj^ically, that section 25 
of the Federal reserve act cont(»mi Hated that Conjrress would i>ernnt the Federal 
incorporation of institutions of this kind when it provided that national banks 
might invest in the capital stock of such corp(u*ations chartered either "under 
the laws of the United States or of any State thereof." 

As you are probably aware, an act prepared and recommended by the 
Federal Reserve Board and substantially similar to the one introduced by 
Senator E<lp:e, was at one time passed by the Senat(\ For some reason of whicii 
I am not at this time certain, the bill was not i)asse<l by the House. I believe, 
however, that it never even received consideration by the House, and I men- 
tion this merely that you mijyht not think it was voted down. 

The Fe«leral Reserve Board has in sev(»ral of its annual reports to Con- 
gress, recommended the enactment of a bill similar to the one now under 
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consideration and for your information I take pleasure in quoting herein an 
extract from the annual report of 1917, printed on pages 32 and 33 of that 
report, setting forth certain reasons for the favorable consideration of the 
bill : 

"An amendment of section 25 to provide for the Federal incorporation of 
banking associations whose stock is owned by national banks which operate 
under the control of the Federal reserve banks and which are engaged solely 
in international and foreign banking. The present law permits any national 
bank to invest an amount not exceeding in the aggregate 10 per cent of its 
paid-in capital stock and surplus in the stock of one or more banks or corpora- 
tions chartered or incorporated under the laws of the United States or any 
State thereof, and principally engaged in international or foreign banking, or 
banking in a dependency or insular possession of the United States. This lan- 
guage appears to indicate an intention by Congress to permit incorporation 
under the laws of the United States, and several national banks have become 
stockholders in banks which have been organized under State laws for the pur- 
pose of carrying on a foreign banking business in accordance with the terms of 
this section. The arguments in favor of Federal Incorporation are : 

" (fl) The time will probably come when the conflict of the dual control ex- 
ercised by the Federal Reserve Board and by the banking department of a 
State may be a matter of embarrassment or operate to restrict the activities of 
the banking corporation. 

** (&) Such a banking corporation, being essentially a national enteiT)rise, 
whose stock ownership by n«itional banks was authorized by an act of Con- 
gress, would appear to be entitled to the benefits and protection of a Federal 
charter, which would be of great value in competing for business in foreign 
countries." 

I should call your attention, however, to one element in this bill which differs 
slightly from the ones heretofore introduced, that is, that the corporations are 
to be chartered for the purpose of engaging principally in international or 
foreign banking "or other financial, operations." The purpose of inserting the 
term " or other financial operations " is to provide for the Federal chartering of 
institutions of the kinds in which national banks are authorized to invest in a 
bill (S. 2395) which was passed by the Senate some time .during the prist lO 
days. 

That bill was passed by the House before it passed the Senate, 
and the Senate afterwards passed it in the identical form in which 
it had passed the House, and I presume it is now a law. It was sent 
to the President for his signature. 

The Chairman. I think it is. 

Mr, Harding. I presume he has signed it by this time. 

The bill under discussion — that is, Senate 2472 — would not, therefore, be 
complete did it not provide for the organization of corporations permitted 
to engage in other financial operations as well as those which come strictly 
within the term "banking." 

The credit situation in Europe at the present time is such thjit in order to 
maintain a stable market for our exports it will be necessary not merely to 
grant short-time commercial credits of the kinds contemplated under the 
terms of section 25 as originally enacted, ])ut als() lon^r-term investment credits 
of the kinds contemplated by Senate 2895, which authorizes national banks to 
organize corporations to be engaged principally in such phases of international 
or foreign financial operations as mixy be nec(\'^"^ary to facilitate our exiKu-ts. 

I do not remember the House number of that bill, but that is a 
bill which passed both houses. 

To this end Senate bill 2472 jaovides for the organization of corporations 
which shall be permitted to engage both in the business of international or 
foreign commercial banking and in other financial oi)erations as distinguished 
from connnercial banking, such as shall be necessary to assist in the develop- 
ment and maintenance of the conunerce of the Ignited States. 

The bill provides in substance, first, a method and means of tn-ganizing these 
corporations under Federal law, and then sets forth the powers which they 
mav exercise. Those powers include the powers of the ordinary discomit and 
Investment corporation, including the power to buy and sell drafts, checks. 
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bills of exchange, acceptances, cabl<'- transfers, and other evidences of debt, 
including the obligations of the United States or any State thereof, and to 
accept bills or drafts drawn upon it subjei't to such limitations and restric- 
tions as the Fe(U»ral Reserve Board may prescril)e, to borrow or loan money 
on real or personal security, to reivlve deposits, ancl generally to exercise such 
powers as are incidental to the powers conferreil by the act or as may be usual 
in the transaction of banking or other tinancial operations in the country in 
which the coriwration transacts business. This latter iK)wer is absolutely 
•essential in order to enable tlie8t» con>orati(ms successfully to compete with 
foreign institutions of a similar character. The corporation is also authorized, 
subject to the approval of the FtMleral Reserve Hoard, to establish branches 
and to purchase st<K*k in and to own or control other (ror]>orati(ms not transact- 
ing business in the I'nitiMl States. The act also provi<les that the Federal 
Reserve Board may grant iHTmission to these con><>rations to exercise fiduciary 
I)Owers in so far as they may be nt»cessary to the conduct of the foreign or 
international business engaged in by the con)oration. The board believes that 
the granting of this iH)wer is not essential and that it may only serve to arouse 
unnecessary opposition on the part of ct»rtain State trust compaples. 

That power has been stricken out, as suggested by the Senate. 

The CiiAiKMAx. Those clianges weie in the bill before it was in- 
troduced ? 

Mr. Harding. Thos(» changes were in the bill as first introduced 
before the Senate coiiiinittee reported it to the Senate. The com- 
mittee made the clumges when it reported the bill. 

It is suggesttHl that on pag(» 4 of the bill, after line 1(3, the following clause 
■T)e insertwl: "under such rules and regulations as the Federal Reserve Board 
may prescrilK*/' so that line 1(J shall r(»a<l as follows: ** Kach corporation so 
organized shall also have iM)wer, under such rules and regulatiims as the Fed- 
f»ral Reserve Board may prescribe." This insiu't is suggested in order that 
there may be no doubt that all of the operations of the corporations chartered 
iire subject t<» the general suiHTvisioii of the Federal Reserve Board. 

The board agn»es fully with the jmrpose of the two sentences included in 
lines 1 to 10 on page 8, beginning " any member bank may act as agent," but it 
suggests, solely for the purixKse of clarity, that those lines be amended so as 
to read as follows : 

" Notwithstanding the provisions of section 19 of the Federal reserve act, 
any member bank may act as a medium or agent for any corporation organized 
Tinder the provisions f)f this section in applying for or receiving discounts 
from a Federal reserve bank und(»r rules and regulations to be pn^scribed by 
the Federal Reserve Board. The Federal Reserve Board is authorized, under 
rules and regulations to be prewribed by it, to permit Federal reserve banks 
directly to extend their facilities in the manner and to tlie extent defined in 
such regulations to corporations organized under the provisions of this section. 
No such corporati<»n, howev«M', shall become a member of any Federal reserve 
bank." 

It is also suggested that, for the purpose of clarity, page 1, line 10, be 
ainende<l by inserting the word " in " between the words " or " and " banking." 
so that line 10 shall read as follows : " ing or other financial operations, or in 
l)anklng or other financial." 

With these slight changes, the Federal Reserve Board earnestly indorses 
the proposed bill and suggests that its enactment is even more essential at this 
time than when its adoption was first re<?ommended by the board. The board 
Imows no one way in which the present P]uropean credit situation may be more 
effectively dealt with than by the incorporation of institutions of the kinds 
provided for in this bill, and anything that betters at situation assists not 
merely in the gigantic task of reconstruction in Europe but also in providing 
a market for our own exports and in developing our foreign commerce in a 
most effective and satisfactory way. 

The American Bankers' Association have a committee that called 
attention to this power to receive deposits, and I had some corre- 
:spondence with the chairman of that committee, which I later sent 
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to the Senate committee. Here is a brief discusvsion of the supposed 
power given these corporations to receive deposits : 

The powers enunieratetl in section A are identical witli tlie charter powers of 
the various corporations organized to do a foreign bantling business in which 
national banks are permitted to take stock under the provisions of section 25 
of the Federal reserve act. There is attaclied a copy of an agreement made 
between each one of these banking corporations and the Federal Reserve 
Board before a national bank is permitted to subscribe for stock, and it will 
be noticed that in these agreements the power to receive deposits is limited 
strictly to the receipt of such deposits as are incidental to the foreign business 
engaged in and that the corporations expressly agree not to do a general de- 
posit business or to receive deposits which are connected with domestic trans- 
actions. The Federal Reserve Board would undoubtedly require a similar 
agreement to be made by any corporation organized under the provisions of 
S. 2472. 

The same observation applies to the power to borrow or lend on real or per- 
sonal security. It is quite probable, in order for a corporation to discharge the 
functions for which it is designed under the pending bill, it would be necessary 
to make advances on real and personal security, and if the power to lend is 
granted, the power to borrow on like security should also be granted. 

Here is an agreement that we require of these banking corporations 
before we permit national banks to take stock with them, under the 
present provisions of section 25, in the matter of deposits : 

It is clear that in order to avoid competition in jthe matter of receiving de- 
posits with national banks and State banks, which do not enjoy the wide pow- 
ers which you must necessarily possess in order to compete successfully in 
foreign countries, you should not be permitted in the United States to receive 
individual deposit accounts or domestic bank exchange or collection accounts. 
You will be permitted, however, to receive any deposit which is incidental to, 
or for the purpose of, carrying out transactions in foreign countries or de- 
pendencies of the United States, where you have established agencies, branches, 
or business connections. Deposits of this character may be made by individ- 
uals, firms, corporations or banks, whether foreign or domestic, and may be 
time deposits or on demand. 

The Chairman. Eight there, can we qualify this power to receive 
deposits in such a way as to take out tlie double liability, without 
running too strongly against the Senate on that? 

Mr. Harding. I think it might be very well if the committee would 
consider, first, either adopting this, or putting such a limitation on 
the power to receive deposits as might be wise and expedient. 

The Chairman. To receive deposits in foreign countries or how 
would you have that worded? 

Mr. Harding. You see, this bill covers two claSvSes of corporations. 
It covers coriX)rations which are now^ doing a large banking busi- 
ness in foreign countries. It also covers small corporations which 
are designed to promote export transactions and special forms of 
financing. Our large banking corporations doing a foreign business^ 
like the Asia Banking Corporation, the International, the American 
& Foreign, the French-American, and the First National Corpora- 
tion of Boston, compete more or less with foreign concerns. It was 
not the intent of Congress that they should compete with domestic 
banks, but Congress left it to the Federal Reserve Board to make an 
agreement with these corporations as to the terms and the kind of 
business they should do before national banks should be permitted 
to subscribe to that stock. I think, it would probably be very de- 
sirable that some qualification on the power of these corporations 
to receive deposits be placed in the bill, so that everybody would 



AMBXDMENT TO FEDERAL RESERVE ACT. 21 

know what these* limitations woro and thoi-o would not be any dis- 
pute about it : 

It is clwir that in nnler to ;!voi<l <*<>iii]K*tition in the matter of receivinj? <le- 
p(»sits with national l)anlvs ami State hanks, \vhi(*h i\o not enjoy the wide 
powers wliich you nnist ntn-essiirily im»sk4»ss in order to (•om])ete su<vessfully in 
forel^Oi C"Ountrles, you h1i<»u1<1 not Im» |»ermitt(Ml in tlie I'nited States to receive 
individual de|M»sit a<'<*ounts or domestic banic exchange or <*oIle<*tion aceonnts. 

What they can do in foreign coinitries, of course, depends upon 
the laws or regulations of forei<rn countries. A foreign country may 
impose some liinitati(ms upon them wliich would uiake it unprofit- 
able to receive deposits there, hut I think we ought to have them 
on the same footing as every other foreign coriK)ration with which 
they come in competition. 

You will l>e i)erniittiMl, liowever. to re«*elve any deposit which is incidental 
to, or for the jiuriHW of. <*arryin;r «)ul transactions in foreijrn countries or 
dependencies of the I'ldte*! States 

The CiiAiUMAN. To receive deposits which may he incidental to 
their general purnoses outside of the United States? 

Mr. Hardinmj. The present foreign hanks are permitted to receive 
deposits in the United States which are directly linked up or con- 
nected with transactions they aiv engaged in outside of the United 
States. For instance, take the (lernuin mark, which is nornuilly 
worth about 24 cents, hut is down now to li!} cents. Suppose a cus- 
tomer of one of these foreign hanks should decide that it is a pretty 
good speculation to buy some (iernian marks, and he wanted to send 
$100^000 to this foreign hank to invest in German marks for that 
specific purpose. There certainly would be no objection to allow- 
ing that bank to open an account with this man and put that $100,- 
000 to the man's credit on its own lx)oks, pending the actual purchase 
and delivery of thesi* uuirks; otherwise, he would have to open an 
account with somebody else. 

Mr. WiNGO. In other words, you make a distinction between the 
deposits that are strictly foreign, and deposits that may be domestic 
and yet made for the purpoM* of handling foreign business? 

Mr. Harding. Yes; the board permits these banks to make domes- 
tic deposits if they are directly connected with foreign business. 

Mr. WiNGO. The condition is not where the deposit is nuide, but 
for the purpose for which the dei)osit is to be used. 

Mr. Harding. Yes. We have had two years' experience with it, 
and so far we have never had any com])hvint from any State bank, 
national bank, or trust company that tlu's(> foreign banks were en- 
croaching upon them, or that there was any conflict. I just give 
yoii the benefit of that experience as to how this thing has worked. 

The Chairman. Such wording as this would cover it, I suppose, 
" to receive deposits directly connected with transactions outside of 
the United States or in foreign countries '' ? 

?.f r. Harding. I think that would cover it. '' directly connected 
with or incidental to." 

The bill refers to " cori^orations to be or^ranized for tlie purpose of enjrafflnjr 
principally in international or foreijrn baiikinjr or other financial operations," 
and the statutory powers granted are to be ox(»rciscd " under sucli rules and 
regulations as the Federal Reserve Board may i)rescribe." It is inconceivable 
that the Federal Reserve Board should so misinterpret the intent of the act as 
to permit a corporation organized under this law to engage in domestic bank- 
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ing operations or in any phase thereof except such as may l>e plainly incidental 
to the foreign business engaged in. 

I think the bill as reported has the proper degree of elasticity and that 
the changes recommended by Mr. Newcomer would be unnecessary, but in 
case any serious objection should develop against the statutory power " to re- 
ceive deposits " the omission of this power w(mld not be material provided no 
change is made in the language immediately following, *' and generally to 
exercise such powers as are incidental to the powers conferred by this act, or 
as may be usiml in connection with the transaction of the business of banking 
or other financial operations in the countries, colonies, dependencies, or pos- 
sessions in which it shall transact business," for the board would undoubtedly 
lule that those corporations shall be permitted to receive any deposits which 
are incidental to or for the purpose of carrying out transactions in foreign 
countries or dependencies of the United States where the corporation has 
established agencies or business relations. 

I received a letter from Mr. Newcomer, and sent him a copy of 
this memorandum, and he stated in his letter that this was entirely- 
agreeable to him. 

Mr. King. Who is Mr. Newcomer? 

Mr. Harding. Mr. Newcomer is a banker in Baltimore, president 
of the National Exchange Bank and chairman of the committee 
on federal legislation of the American Bankers' Association. 

But all these powers granted by Congress, if they can be defined 
very clearl}^, without imposing any unnecessary limitations, I think 
it would be preferable to do it. If you say these banks shall 
receive deposits, you should set forth the terms on which they may 
receive these deposits, that they shall not be domestic deposits, but 
deposits which are incidental or necessary to their foreign business. 

Mr. WiNGO. I^t me suggest that you prepare and suggest an 
amendment that will do that. 

Mr. Harding. Very well, I can do that. 

Mr. WiNGO. I am inclined to think that the committee would 
think that so far as is possible by legislative langiiage, Congress 
ought to write descriptions and limitations, although we recognize 
there would be a certain zone in which we would have to leave dis- 
cretion with the Federal Reserve Board. 

Mr. Harding. I think that would be more satisfactory all around. 

Mr. WiNGo. It is more satisfactory to you because it relieves you 
of some burden. 

Mr. Harding. Yes. 

The Chairman. In paragraph 2 of section 25 we have those 
words, " principally engaged in international or foreign banking." 
Why the Senate cut it out here I can not see. It is in the act 
already. 

Mr. Harding. Yes; it is already in section 25. The Senate sub- 
stituted for the word " principally," I believe, the word " entirely." 
Now, when you are going to do business with foreigners, if they 
have any American securities of any kind they ought to turn them 
in, because it gives them a tremendous advantage in the matter of 
exchange. 

Mr. Strong. They struck out the word '" principally" ? 

Mr. Harding. Suppose a foreign financial company should ac- 
quire some railroad bonds of some companies here in the United 
States, or some other American corporation, and it would naturally 
want to keep its capital liquid so it could engage in more trans- 
actions abroad, and would want to sell those securities in this coun- 
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try, we would not want anything in the act which might interfere 
with their ability to sell those* American securities in our American 
markets. 

Mr. Stkoxc;. The lK)ar(l ought to have the power to grant such 
authority. 

Mr. Wixcjo. 1 should think, offliand, as a legal proposition that 
it would l)e necessary to put the woril " principally '■ in there be- 
cause if 30U do not, the only power this corporation has is that 
which is spe<*ifically or l)y necessary implication granted to it by 
Congress, and it Inung a foreign transaction, and this corporation 
l>eing a corporation for the purpose of engaging in foreign trans- 
actions, unless we nut tlu» won! *' principally '' in there I am in- 
clined to think — I know that a strict construction would say that 
they could not do any domestic business at all. 

In other words, the only power th<\v have got is what is ex- 

{)re8sly or by necessary implication granted in the charter and the 
aw under which it i> granted. I think, r)trhaud, that the word 
"principally*' in there, instead of i)eing a limitation, would be 
;^iving some leeway to the i)oar<l to pa»-s upon that business that is 
incidental. The word " prim ipally " iu tliere would be a limitation 
only to the extent of saying that the main j)urp()ses of all the.se 
transactions shall be foreign exchange*, foreign transacti(ms, but 
I can readily understand, for illustration, that not only might 
these banks have to take .\iiH»ri(au securities, i)nt they might want 
to oifset against the imports foreign securities for American se- 
curities. If we have no gold w(» have no exchange at ])resent, but 
we are imi)orting to the Tnited States something that the United 
States needs, and if we can make that bank purchase that bill on 
the American importer that would be technically an American trans- 
action, an import transaction. i)ut it would be so interlinked with 
as t^) l>e-ome a part of the foreign transacticm, and I think the 
word ''*'princii)ally " in there might be deemed a qualification of 
power, and in anoth<»r instance it might be a limitation, and I 
shouhi think it would have to be in there in order to give them 
the latitude necessary to transact the real purposes for which the 
corporation was created. 

Mr. Hardinc;. You just called attentiim, Mr. Chairman, to the 
fact that it would b(^ entirely consistent to keep the word "princi- 
pally" in there, because it already appears in the other section — 
section ^ri. 

Mr. WiNGO. We thrashetl that out on that very word when we 
had that up originally. 

Mr. Strong. You think it would be all right to leave it in? 

Mr. Harding. Yes; I think it would be all right to leave it in, 
but when you were discussing it in 1010 you were discussing a 
theory and you had no experience to govern you. Now you have 
the experience of over two years and you have s<»ven or eight cor- 
porations engaged principally in foreign banking. I have never 
seen a complaint and I do not believe any member of the board has 
ever had complaint from any bank that these foreign banks w^ere 
encroaching on them in the United States. 

Mr. King. Can you give us a list of those banks that are en- 
gaged in this foreign business organized in the States? 
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Mr. HxVRDiNG. There is the International Banking Corporation 
of New York, The American & Foreign Bank of New York, organ- 
ized under the laws of Connecticut; the Mercantile Bank of the 
Americas, the Shawmiit Corporation of Boston, the Frst National 
Corporation of Boston, the Asia Banking Corporation of New 
York, the French-American Banking Co. of New York, and the 
Foreign Credit Corporation of New York. 

The Chairman. Do all of these report to the Federal Reserve 
Board ? 

Mr. Harding. They are doing business under section 25 of the 
Federal reserve act and make reports to the Federal Reserve Board. 

Mr. King. Can you at this time give the names of the States 
under which they are incorporated? 

Mr. Harding. I can not give you the names of the States under 
which each specific company is incorporated, but I can say that 
some of them have Massachusetts charters, some Connecticut, and 
some Delaware. 

Mr. King. Will you be kind enough to insert that information in 
the record? 

Mr. Harding. Yes. 

The Chairman. Are these all in the last report of the Federal 
Reserve Board or have some been incorporated since ? 

Mr. Harding. The majority of them. I think there have been 
three organized since the last report of the Federal Reserve Board. 

Mr. WiNGO. I suggest that he could furnish that list to the stenog- 
rapher, and the stenographer, after the names he has given there, 
could put in the States under which each corporation is chartered. 

Mr. Harding. If the stenographer will send me a transcript of all 
this, I will be glad to revise it. 

Mr. WiNGO. Do you not think it verj^ well, Mr. Chairman, right 
at this point, where he has given the names of these corporations, to 
put in a copy of the regulation in full to which the Federal Reserve 
Board has made them agree? 

The Chairman. Yes; I think that should go into the record. 

(The regulations referred to are as follows:) 

Form of Agreement Required by the Federal Reserve Board of Foreign 
Banking Corporations as a Condition Precedent to the Purchase of their 
Stock by National Banks under the Provisions of Section 25 of the 
Federal Reserve Act. 

A. General. 

In order to enable you and other corporations of the same character to com- 
pete effectively in foreign countries it is necessary that latitude be given in 
the development of business abroad, and the board believes that, for the, 
present at least, restrictions should not be rigid or too much in detail and 
that it is desirable to prescribe only general rules for your guidance. As occa- 
sion required the board will modify its regulations in such manner as expe- 
rience may prove to be necessary. 

B. Powers. 

1. in the united states. 

(a) Deposits. — It is clear that in order to avoid competition in the matter of 
receiving deposits with national banks and State banks which do not enjoy 
the wide powers ^^hich yf>u must necessarily possess in order to com|>ete suc- 
cessfully in foreign countries you should not be permitted in the United States 
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to ivoelvo itHllvhhiiil 4fo|Nislt lUToniits or iloint'stic Imnk ex<'hanf;«* or <H>llec- 
tloii nitiMiiits. You win Im» p«*rinitt(Ht, Iio\v«»vit, to nnvive any deiwsit which 
is iiii'iileiital to or for tlu* |)uriN>S4- of carrying out transactions in f<»reign 
conntrii»s or <li*|K»nilcn<'li*s of tlu* I'nlt^Hl States wliere you liavc established 
apencles, hraiirhos, or IiusIih'ss «*onn('(*tions. lH»i)osIts of tliis clianu*t«»r may be 
made by individuals, linns, (•oriK>rations, or banks, whether foreip:n <»r domestic, 
and may lie time <leiK>sits or on demand. 

Renfrres, — It will be nniuinMl that apiinst all such <ieiM»sits rwriveil in the 
United States yon maintain a reservi* in th«» am<»unt nMiuirtnl by law aj^ainst 
such deposits of menilMT banks lo<-at(Hl in ct'ntral res«*rve cities. The Federal 
reserve banks are authoriziMl for i»unM>ses of cleariiiji; or colhM'tion to receive 
deposits from nonniemi>er bank.s and your r«>serve a^iinst domestic dei)osits 
may lie niaintalneii by oiM>nin;; :i elearlnL' ae<*ount witli the Fe(h»ral reserve 
bank of your district, wlien* an adetpinte balantv may be earrliMl by you. 

(h) Arcpptnnt'vs. — In the nintttM* ijf atr<'|»taiic«» of drafts and bills of ex- 
change, the lH»ard has niuclu.leil tlini \i>u -Imuld be authorlzt^d to necept for 
all tnins<ictlons iH'nnissibli* to menibtM' bnnk^ under the provisidus of the Fe<l- 
erai reserve act. proviileil tint ynu niaki' m» H«*ceptsinre fnr ac<'ount of any 
one drawer in an anmuni a:;i;re;::itinL; :it any time in e\n>ss of in per cent of 
your subH<TilMHl capital and surplus, iniie^s ttie trans;i<'tion be fully se(*ured, 
or represents an ex|N»rtation nr inipfiriaiion i»f men*han(lis(> and is };uarant(HMl 
by a Imnk or banker of undoubiinl solvency: :ind provideil that whenever the 
a^^re^te of .vour an'eptanc«>s outstniidini; :ii any tini<' (a I exceiMls the amount 
of 3'our subscribeil capital and surplus. ."lO per cent of all acccptan<v8 in excess 
of «uch amount shall be fully secunMl. i»r (b) exceeds twic«» the anumnt of your 
subscrilKHl capital and surplus, nil in'«M*ptimces outstanding; in excess of such 
amount shall Im» fully secureil. whichever of said two reipiirements shall call 
for tlie smaller amount of sei-uriMl accepnnx'cs; and provide<l further that in 
no event shall the a^^re^rate nf jill your ac<'eptanc(*s outstanding, [dus the total 
of all de|M)slts held by you, wIicHmm* forei^rn nr d«>ni«*sti<\ excthnl six times the 
amount of ,vour subs<Tib(Ml i-aplial and sundus. excejit with the ai)proval of 
the Federal Reserve Hoard. 

RenerreH. — It nnist Im» und«*rstood. furthermore, that a^rainst all accept- 
ances outstanding .von will maintain a res<M-ve id" at l(»ast ir» |>er cent in liquid 
assets* which shall consist of: 

1. CaBh: 

2. Balances with other banks: 

3. Bankers' acceptances; and/or 

4. Such st»curlties as the board may frnm time to time i)ermit. 

'1. IN KOKKUiN COTWTKIKS. 

You are authorized • to accept deposits of any kind from banks, individimls, 
and corporations in foreijrn count ri(»s, and jjenerally to exercise such iM)wers 
and to do such thlntrs as are iiH'id(>ntal to banking: conducted in the countries 
and dependencies in whlr*h you may transact business. The board assumes, 
however, that in the matter of receiving: deiM)sits, making; loans, and in all 
other business cr)nduct«Hi in forei;rn countries, you will be j^uided primarily 
by the laws of those c(nnitri(»s and by sound business judjrment and banking 
principles. While the board will not rcMjuire you to carry abroad cash reserves 
against deposits abroad, should it appear \\\ any time that ycmr business 
methods are such as to afTord insunwient protection, the board will formulate 
such restricting regulations as may be pr()i)er in the circumstances. 

C ItKI'CUITS AM) KXAM I NATIONS. 

1. You will be rcHpdriKl to make two reiM)rts aiinuiilly to the Fe<leral Re- 
serve Board, covering such details ns miiy be prescribed. 

2. You will also l)e subje<-t to such examinations as the board may order, 
these examinations to be made either by emi)loyces or agents of the board 
or of the Ferleral reserve* baidv of your district. 

Mr. King. Will it be possible to secure the charters of those con- 
cerns for the information of the committee? 

Mr. Harding. Yes, sir; we have them on file, and then there is a 
copy of the formal agreement that T brou<rht up four copies with me 
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this morning, the form of agreement which the Federal Reserve 
Board requires of foreign banking corporations, as a condition 
precedent to the purchase of their stock by national banks, under 
the provisions of section 26 of the Federal reserve act. This is an 
agreement as to powers in the matter of deposits, what reserve they 
are required to keep, their acceptances, and what they are authorized 
generally to do in foreign countries. It says: 

You are authorized to accept deposits of any kind from banks, individuals, 
and corporations in foreign countries, and generally to exercise such powers 
and to do such things as are Incidental to banking conducted in the countries 
and dependencies in which you may transact business. The board assumes, 
however, that in the matter of receiving deposits, making loans, and in all 
other business conducted in foreign countries, you will be guided primarily by 
the laws of those countries and by sound business judgment and banking^ 
principles. While the board will not require you to carry abroad vast re- 
serves against deposits abroad, should it appear at any time that your busi- 
ness methods are such as to afford insufficient protection, the board will fornm- 
late such restricting regulations as may be proi)er in the circumstances. 

Mr. Scott. The objection made to the word "principally" by the 
Senate was that possibly its retention in the bill might conflict with 
the Clayton Act. I would be glad to have the governor's version 
of that objection which was presented by the Senate, and as a con- 
sequence of which the word " principally " was eliminated. 

Mr. Harding. If that objection is going to apply to the corpora- 
tions which may be organized in the future, it ought to apply with 
equal force to those which have already been organized. We have 
had two and a half years' experience with these corporations, and I 
have never had a complaint from anyone as to their method of doing 
business. ' 

Mr. Scott. I infer that that objection was a legal objection rather 
than one of policy. 

Mr. WiNGO. Right in that connection, we passed some kind of an 
act removing from the restrictions of the Clayton Act corporations 
organized to engage in foreiern business. 

Mr. King. That was the Webb bill. 

Mr. WiNGO. I do not recal what application it might have to these 
corporations; I do not know. That was subsequent, in connection 
with this last law on the subject, and, as I recall, that Webb bill 
removed from the limitations and restrictions of the Clayton Act 
those corporations that were engaged principally in foreign export 
business. That permitted them to combine for buying and selling in 
foreign countries, but whether or not it goes so far as to cover 
financial activities I do not know. The conmiittee could look that 
up and see. 

Mr. King. Was it not to avoid the Sherman antitrust law? 

Mr. Harding. The board has looked into that matter very care- 
fully, and obtained legal advice on the subject of the existing laws, 
section 25. For instance, the National City Bank, of New York, 
established a great many foreign branches, which are a part of the 
National City Bank, and consequently the directors of the National 
City Bank administer the affairs of every branch, just as they do 
the home office. Then, under paragraph 2 of section 25, national 
banks have been permitted by the Federal Reserve Board to sub- 
scribe to the stock of these various banking corporations I have 
just mentioned, and we have permitted the directors of those sub- 
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scribing banks to be the directors of tho'^o foriM^n corporations. You 
see, in some cases tlu» national luink owns all the stock of a forei<rn 
banking corporation, an<l in sonic* cas»»s it only owns a part. There 
is no limitation in the act as to how much stock a national bank may 
own in a foreijrn hankin*: corporation. The only limitati<m is tliat 
it shall not inve*«t more than in pt»r cent of il•^ own ca[)ital and 
surplus in the stock of foHMj^-n hankinir c<irporaiions. 

]Vlr. WiNco. In otJHM' words, the limitation i^ on its own capac- 
ity, not upon the quantity n{ the <)ihii- i-orporat ion's stock? 

Mr. HAimiNc;. Ve>, sir. I know iluit oin- hank, with a capital and 
surplus of J?-2r),()()(M)()(), has just invented a> mnch as $J,:)0(),0()() in tiie 
stock of thesi* companies. It ha-- it> own fnrei<rn hankinur cojnDanv. 
Of eoui'se, we allow the (linrtor-- af that particular hank to be 
directors in the forei^ru hankin«r company. This is permitted un- 
der the law. It would he ah>nrd to >av *' Von shall not direct vour 
own chiUl: vou muM put >ome dunmiv in there to dii'ect it/* There 
are other cases where, for insiain*c, in the case of the Mercantile 
Bank of the Americas, their stock i^ dividetl amon<r the stockholders 
of 15 or 20 individual hanks. 

The Chairman. Thei-c is an amcinlmcni on pa^re <>. where they 
strike out the words " t\w pro\ i-'mns ol" s<Miion 7 of the act a])proved 
October 15, 1J)14, entitled 'An act lo supplement existing laws jujrahist 
unlawful restmint an<l monopolies, and for othei- purpo.ses, shall nor 
apply to corporations or to oflicers, dncciois oi- employees of corpo- 
rations or«ranize<l under this section." ( )u«:ht that to be stricken 
out 'i 

Mr. Hardtno. I would likt» to oll'er thi-^ su^<j:estion : You see, 
the puri)ose of the Clayton Act was to prevent a money trust here 
at home, and to prevent a tjroup <d' lar^e national banks havin«r 
interlocking directorates. Why not providt* merely that no director 
of one forcififn bankin;; corporati<)n shall be a director of another 
foreipi bankinpr cor])oration. If you have the same restriction with 
reference to these forei'in l)ankin<r corporations themselves that we 
have as to om* domestic bank.-^ would not this be sufficient protection 
against impi-oper cond)ination> f 

Mr. WiNCJO. That would be a wise thin*;, and I think that would 
calory out the original intent. 

Mr. WiNGO. It would be in harmony with the original provision 
against interlocking directoiates, because that provision was against 
the monopoly of a certain class of c()ri)()rations. Now, if we organ- 
ize another group or another class of coji)orations, we ought not to 
permit a monopoly of that class. 

Mr. Harding. But I think it would be intMmsistent if we are going 
to allow a national bank to invest a i)art of its capital and sur])lus in 
the stock of a foreign corporation, not to i^ermit that bank to follow 
up its investment and take care of it by having some of its own direc- 
tors on the board of directors of its sul>sidiary company. You could 
conform to the Clayton Act by saying that a man who is a director of 
one foreign banking corporation must not be a director of anothei'. 

Mr. WiNGO. I think you are right that there ought to be a pro- 
vision limiting that. 

Mr. King. Does the gentleman from Arkansas think that the Clay- 
ton Act has been effective in overthrowing the Money Trust ? 
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Mr. WiNGO. Well, I really do not know much about money, be- 
cause I have very little of it. I answer the gentleman in the same 
vein as he asks me. 

Mr. Harding. I think this bill can be amended so as to meet every 
objection offered and do it in a perfectly sensible, businesslike way. 
I do not believe there is going to be any competition between 
the foreign banks and the domestic banks, covering as they 
do different fields. If you want to apply the provisions of the Clay 
ton Act to foreign banks just as you have to domestic banks, sa}'^ so 
explicitly. 

Mr. WiNGO. I think there ought to be an amendment of that kind 
covering the proposition; in other words, putting the same restric- 
tion on these corporations as among themselves which you have on 
national banks here at home among themselves. 

Mr. Scott. Yes, I think it would be consistent to do that. 

Mr. WiNGO. That would make the laws harmonious. 

Mr. Brooks. I think it would be well for Gov. Harding to suggest 
such an amendment as he thinks wise. 

Mr. WiNGo. I think it would be wise to suggest an amendment 
along that line. 

Mr. Harding. I will do that- 

Mr. Brooks. Not only one, but the various points you think might 
be established. 

Mr. Strong. Yes, I think it would be a very good thing for the 
governor to suggest an amendment. 

Mr. WiNGO. That is one reason I had him down here, knowing 
that these various questions would come up. 

Mr. Harding. I will take this House bill No. 80e33 and go over it 
again and make such suggested amendments as seem proper in view 
of this discussion. 

Mr. Brooks. Before we leave this suggestion that the gover- 
nor submit amendments for consideration we had better ask him 
to do that. 

The Chairman. Yes, I have already said we would be very glad 
to have him do that. 

Mr. Harding. I have told your chairman I would be very glad to 
do any work the committee wanted me to do. 

The Chairman. I suggest that you take the Senate bill as 
passed 

Mr. Strong. And make comparisons or such amendments as you 
think most proper. 

Mr. Harding. I will be very glad to do that. 

Mr. WiNGo. Do you not think it would be better to take the House 
bill, because our House procedure would be to substitute the House 
bill for the Senate bill. We will make amendments to the House bill. 

Mr. Strong. That is what you will do, take both bills, and make 
amendments to suit the objections in the Senate bill. 

The Chairman. I have a copy of the House bill with all the 
amendments marked in it, so he can work from that. 

Mr. Brand. Have you discussed the amendment made by the 
Senate in regard to double liability of stockholders? 

Mr. Harding. I have a memorandum on that, and if the com- 
mittee would like to have me read it, I would be glad to present it. 
It is a letter that I wrote Senator Edge. It expresses the opinion 
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that a cloublo liability of >li:ir('lioKi(M*s in a ('oriM)rati(m on^aged 

1 principally in Knnncinj? export Xriulv is iinnccessnry and undesirable. 
[t goes on to say : 

I preKUiiie it was sii;rLr«'st«H| lMH':ni*ii> nf tlils siip|H»s«>4l aiiutn^y to national 
thanks, tlie stiN'IclinliliTH nf wliii'li )i:i\o a statiiinry ilnuhh* lia)>iiit.v. Tliere Is, 
however. I think, an (*ss«'ntial (li^tim-iifin. Tin* ilnniile lial)ility of stoclc- 
h«»]4lers ot national Imnks is for Mic prntcrtinn of doiMtsitors wlio liavo no 
ctintni] whatever ovt*r tlir li'iHtinu ii|NTatioiis of tin* national bnnks. n<»r are they 
driven an opiNirtiinity of asrorininiii^ th(> condiiinn of a national bank except so 
far UK it is furnisluHl by ilit* stalrnifnis wliirh art> piiblisluMl iH*riotllrally in 
re^sponse to a rail from I hi* ('onipirnlliT of iIh' <'nri*«n<\v. These statements 
do not, as a nHe. ^ive the d«'|H>si!ni any i<i«'a nf \hv worth of the loans and 
investments of tlio l»ank. 

I understami tluit tht* laws of tlic Stall* of (Miio prnviilt* for lionblo liability 
of Rt<X!kholderH in all I'oriNiratlnns. but 1 bdii'vo that ui most of the other 
States the hiws do not proviilo for sn<-h additional liability. 

We have had it looked into, and we iind there are *M) States 
■which conid pive a charter to a banU doin«r a forei«rn l)!isiness or ex- 
port corporati(m, witlnnit tliis double liability, and would pve ehar- 
ters on exeeodin^ly liberal terms, in s<iine cases Uny liU^ral, perhaps. 

The hankH whirli havi* ainvidy b«H'n onr:ini/«'d tindiM* Stat«* hiws to do a for- 
eign banking laisiiifss have chartiTs from Stnti>s which ilo not riHiuiri' a double 
liability, and neitli«*r thi*si* Instiiution^ nor ihi* on«*s whii-h would 1m* orpinlz4*<l 
under Senati* bill 1!47- would hmimm* deposits ixit-pt utidor ndes to bo ostab- 
lishCKl by the K<*«ii*ral !Ci*v(*rv«* itonrd. whii'li already has rubHi that sui'h di^ 
posits shall l>e ln4*id<^ital and rb-arly in coniMH'tion with tin* foreign business 
transacted. 

It seems to me, then*fori*, that lhi*ri* is no o<*casion Ut provicU* for doidile 
liability for the pr«»ti»<'tlon of <li»|Misiiors. 

I sent the chairman the other day a letter from the vice president 
of the American an<l Foreign Hanking Corporation, in which he 
pointed out that the foivi«rn banks they had to comp(»te with had no 
double liability, and that some of them had a very lar^re authorized 
capital stock, with only half paid in. Of course*, the stockholdei's 
wei'e liable for unpaid subscription, but that is not a double lia- 
bility on what has be;»n paid in. 

The oblifnithins which mrporations «»r::Mnlz<>d und«>r S. *J472 would soil to 
tlie public woidil be siNi-Hlrally simmih*! by ilu* ph'd;:*' of ci'rtain jissets of the 
corporation, a description of which would bi> rurnisluNl the prospective in- 
vestor, whose position woid<i be totally dilTereiit from that of a dei)oslt(U* in a 
national bank and who wouM have i'vi*ry opportunity of investipitinjc the 
spundD'.*S8 of the obligation ottered to bini and the siH'urity to it before he 
IMirts with his money. 

State banlcs are authoriz(*<i under ilic laws of a ^(»od numy States to invest in 
stock of other cor|N>rations, and a bill has already passc<l both liousi^ and 
Senate to autliorlze nuthaial banks to Invest not exceeilinj: ."i iK*r cent of their 
capital and surplUH in stock of cori)oratlons ]irincipaliy eu^a^ed in such phases 
oi international or foreijni tinancial <»iMM*aiions as may be nwessjiry to facili- 
tate the export of floods, wan*H, or ujen'handisi* from the UnittHl States. No 
provision is made in this bill for double liability, and in any event I do not 
believe that the dirwtors of a bank wiMdd care to invest in a stock havinj? 
that liability, no matter how renuUe the contiu;;cncy mijjht be of an assessment 
being made. I think, t)ieref<u*e, that it would be unfortunate for this amend- 
ment should it be iUHisttHl uj)on. 

The national banks may subs ribc 10 ]M'r cent in these existing 
foreign banking corporations. I doubt if any of these corporations 
would come in under a Federal charter, pioviding for stockholders' 
double liability, because that lui^ht mean 10 i)er cent additional 
liability, and tiiere might be some (juestion of the right of the di- 
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rectors to bind the stockholders to that additional liability, and the 
directors would probably want to avoid it. Unless there is some 
great good to be accomplished by it, just what inducement would 
any ot these corporations have to take out a Federal charter? If 
you want to have them organize under a Federal charter, I think 
that condition verj' important, because if they are going to issue 
securities to sell to the public, you ought to have some supervisors- 
authority here in Washington to act as a kind of capital issues com- 
mittee, to prevent any doubtful securities being offered to the public. 

Mr. King. Who would receive the benefit from this double-lia- 
bility proposition? 

Mr. Harding. The double liability is usually enforced after in- 
solvency, assessments being made on the stockholders, and the gen- 
eral creditors would receive the benefit. 

Mr. WiNGO. I may be mistaken, but in the case of banks, does not 
the double liability go for the benefit of the depositors? I am not 
sure; I am a little confused on that. 

Mr. Harding. The double liability goes for the benefit of the gen- 
eral creditors. 

Mr. WiNGo. That is correct, I now recall. 

Mr. King. That is all the liability there is to it. 

Mr. Harding. Of course, in the case of the insolvencv of a na- 
tional bank, if the national bank has bills payable, they are spe- 
cifically secured by certain collateral, and the holder of that note 
nuist realize on his collateral and he must have filed his claim against 
the ireneral assets of the insolvent bank, and then, where they are 
insufficient to pay them out 

Mr. WiNGO. If the insolvency is occasioned by the wrongful acts 
of the directors, they are liable for the whole debt? 

Mr. Harding. Then the stockholder^? have a right of action against 
the directors who direct the affairs of a national bank or any other 
corporation. 

y\v. WiNGo. But, in addition to that, the directors are wholly 
liable for losses occasioned by their neglect or their willful violation 
of the law. 

Mr. Strong. You do not see any reason why thoy should have a 
double liability on concerns engaged in foreign commerce? 

Mr. Harding. There would be imposed a double liability under 
section 25 on these banks that have already been organized. 

Mr. Brand. Do vou think there ought to be anv liabilitv? 

* «^ ft • * • • 

Mr. Harding. T do not think there ought to be any liability on 
the stockholders excej)t in the case of unp'.iid stock subscriptions. If 
a man subscribes to stock, that is a contract he had entered into, and 
he ouglit to be held to the contract. I suppose there will be a com- 
mon law liabilitv against a director for willful nnsnumagement. 

Mr. Xklson. As I understand, double liability does not occur with 
respect to these State institutions that are foreign institutions? 

Mr. Hari)in(j. Xo; not a single c()r})()rati(m has taken an Ohio 
charter. If any took such a charter it would have double liability. 
All of them have taken out charters in the other States that do not 
require double liability. 

Mr. Nelson. If we should re<|uire double liability for the national 
banks we would put the national banks in a rather enviable situation 
in competing with these corporations holding these charters? 
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Mr. Harding. Yoii would be requiring double liability for national 
l:)anks ? 

Mr. Nelson. I mean these foreign corporations. 

Mr. Harding. Yes. 

Mr. WiNGo. If you are through on that point, I would like to ask 
you this. Do you provide in this bill, or if there is no direct provi- 
sion, does the board think that under the provisions of this bill, and 
is it contemplated by the board that these corporations should have 
the right to rediscount, either directly or indirectly, at the Federal 
reserve banks? 

Mr. Harding. They would have no right of discount directly. 
They would have the right of discount on eligible paper through 
the medium of a member bank, and with a member bank's indorse- 
ment. 

Mr. WiNGo. In other words, the City National Bank of New 
York City could take from a corporation that is organized under 
this bill certain foreign paper, that would come within the eligible 
paper of the Federal reserve act, and then, with the indorsement 
of the City National Bank, the Federal Eeserve Board would dis- 
count that, and, if necessary, issue Federal reserve notes? 

Mr. Harding. The Federal Reserve Board would not permit the 
discount of any paper that was not eligible under section 13 of the 
Federal reserve act. 

Mr. WiNGO. That is the point I am getting to. Is it not possi- 
ble, under existing law, if we pass this act, that one of these cor- 
porations could, through the medium of a member bank, secure 
discount on its foreign exchange paper, that is paper based upon 
its foreign transactions, and give Federal reserve notes thereon? 

Mr. Harding. It could not give any Federal reserve notes on 
it ; such paper is not eligible. 

Mr. WiNGO. What about your six months paper on exports? 

Mr. Harding. You have got that mixed up. A national bank 
may accept against a foreign transaction for six months. 

Mr. WiNGO. I am not arguing. My mind is a little confused at 
the moment on the matter. 

Mr. Harding. The law is this: A national bank may accept 
against a foreign transaction, a transaction involving the import or 
export of goods for as long as six months. A Federal reserve 
bank can neither discount nor purchase such acceptances, unless 
that acceptance comes w^ithin 90 days of its maturity. In other 
words, a Federal reserve bank can not carry anything longer than 
90 clays, with the single exception of agricultural paper or paper 
based on live stock. 

Mr. WiNGo. In other words, the only six-months' paper you can 
handle is the domestic? 

Mr. Harding. Absolutely. 

Mr. WiNGo. You remember that we put in a six-months' provision 
to cover goods transported in a trainp steamer, where it possibly 
takes six months to get to China or Europe. That class of paper 
is not eligible for discount until it is within 90 days of its maturity ? 

Mr. Harding. Yes, sir. 

Mr. Brooks. In other words, you do not discount any paper for 
a longer time than 90 days? 
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Mr. Harding. With the single exception of agricultural paper, 
or paper based on live stock. There is not very much of that. 

The Chairman. Let me ask you what is this American & Foreign 
Banking Corporation? Is that one a new corporation organized 
under 

Mr. Harding. That is one of the largest that was organized un- 
der section 25. The Chase National Bank of New York has an in- 
terest in that. 

The Chairman. Mr. Harris says here, "As far as the American 
Foreign Banking Corporation is concerned, however, it is my feel- 
ing, although I have not taken it up in a formal way with our 
board, that this liability is not objectionable in our case." What 
does he mean? 

Mr. Harding. He does not know that his directors would object 
to that, because that corporation is owned very largely by the Chase 
National Bank, and they manage it, and they might leel that if 
they objected to that, it might cast some slur on it. It is possible, 
from what Mr. Harris says, that the corporation might come in, 
if here were a double liability. 

The Chairman. This corporation might come in for a Federal^ 
charter? 

Mr. Harding. For a Federal charter, but he points out there 
that the foreign banks have a subscribed capital which is larger 
than their paid in capital. 

The Chairman. His bank is organized under paragraph 2? 

Mr. Harding. Of section 25; yes, sir. 

The Chairman. And they can come in under this bill? 

Mr. Harding. The Edge bill provides for the Federal incorpora- 
tion of all these banks. 

The Chairman. I did not undei'stand that. 

Mr. Harding. These banks that are already in existence, as well 
as the new ones that are proposed. 

Mr. King. At the last meeting of the committee the stenographer 
was not here, and you were asked this question, whether or not it 
was true that this bill had been submitted to the Foreign Trade 
Council and was satisfactory to them, and I believe you stated it 
was. 

Mr. Harding. That was my impression, that it has been. 

Mr. King. Do you know whether or not it has been, and whether 
it is satisfactory? 

Mr. Harding. What Foreign Trade Council do j^ou have in 
mind ? 

Mr. King. I do not have their particular address here now. 

Mr. Harding. The one that Mr. Lewis E. Pierson is intei-ested in? 

Mr. King. I think it is that ; yes, sir. I think he is secretary of it, 
as I recollect. I am not sure. I have considerable correspondence 
from them. 

Mr. Harding. I know that when it was introduced some time ago 
it was submitted to all those bodies. 

Mr. McFadden. Is that the National Foreign Trade Council, do 
you think? 

Air. Harding. I do not know just what he means. There are a 
fifood manv of those bodies with similar name.s. 
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Mr. AcKERMAN. I have a letter fr;>m the National Trade Council 
that I received this morning. Possibly, if you will read it, you 
can tell whether that is what you mean. 

Mr. King. The concern I refer to is the National Foreign Trade 
Council, office of the secretary, India House, Hanover Squai^, New 
York City. Has this bill ever been submitted to them, O. K. Davis 
being the secretary ? 

Mr. Harding. I do not know. 

Mr. King. I will just refer the letter to you. 

Mr. Harding. We sent copies of this bill to all the Federal reserve 
banks and asked them to distribute them among the members who 
would be interested, and to get their comments or criticisms. 

Mr. King. That is your board sent them to them? 

Mr. Harding. Yes; and the only criticism we have ever received 
as to the bill is the one which I called the attention of this committee 
to from Mr. Waldo Newcomer's committee, and I read the memoran-- 
dum I sent him in reply. 

Mr. King. Who drew the bill, Grovemor; do you know? 

Mr. Harding. Yes; I can tell you the history of this bill. Senator 
Edge came down to my office one day and discussed this whole for- 
eign situation. I sent over and got tne charters of these various for- 
eign banks that are now doing Dusiness, the various State charters 
that they have, and I showed them what their corporate powei*s were^ 
and he asked me if I would have the counsel of the Federal Reserve 
Board prepare a bill providing for Federal incorporation of not only 
these corporations but of any others which might be organized, with 
certain clearly defined powers. So we got the charters of these 
existing companies, and we referred back to the files of the old bill 
the Senate passed two years ago, and made a new bill out of it, and 
we sent thqt to Senator Edge, and he adopted it and introduced it. 

Mr. WiNGO. You say you submitted it to different organizations. 
Did you recognize the wheat farmers, the cotton growers, and other 
fanners who are engaged in producing stuff whose surplus is sold 
in Europe? Have you submitted this bill or i-eceived any recom- 
mendations or criticisms of it from the farm organizations? They 
have a joint organization at 1731 *I Street that includes the Grange, 
the Equity, the National Farmers' Union, and all of them, called 
the National Board of Farm Organizations. 

Mr. Harding. I will say to the committee that I am just back from 
Georgia. I had talks down there night before last with some farmers 
of the Carolinas and Georgia, who are interested in this bill, only 
in a general way, and I explained it to them, and I will tell you what 
they have got in their minds. I made them a pretty plain talk. I 
did not get very much applause, but I told them that they were up 
against a problem. They have got a crop down there, of which 50 
per cent must be exported if they want to sustain the market. They 
realize that. But it is a strange thing that a number of bankers in 
that section, and the farmers, too, have got the idea that this thing 
is going to be taken care of by Congress extending $5,000,000,000 
further credit to Europe. I told them I could not say, of course, 
what Congress was going to do, but my guess was that Congress 
was liot going to do anything of the sort ; that we had already ad- 
vanced to Europe about $10,000,000,000, as a matter of war neces- 
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sity, but I did not believe, from what I had heard, that Congress was 
going to continue as a peace policy a policy of wartime emergency, 
because these $5,000,000,000 would have to be raised by the Govern- 
ment eithei* out of taxes or by the sale of additional bonds, and 
where were we going to stop ? And I told them that I thought the 
best thing for them to do was to forget about this, and not to count 
on a $5,000,000,000 extension of credit to Europe by the Government 
of the TTnited States, unless they saw it was going to be done, and 
that in the meanwhile they had better be stirring around to see how 
they were going to finance their export business. Then I explained 
the Edge bill and the bill which authorizes a national bank to sub- 
scribe for stock, and told them it would be a good idea if they would 
take care of themselves in this way. 

The Government has already made provision in the War Finance 
Corporation act for $1,000,000,000 to be advanced by the War 
Finance Corporation for a period of one year after the declaration 
of peace in aiding exports. I am still a director of the War Finance 
Corporation, ana I know avc hi.ve received a great many inauiries. 
We have received no formal applications, nor have we maae any 
allowances under this bill. Everybody is waiting for the passage 
of the Edge bill. You see, an exporter, if he borrows money from 
the War Finance Corporation, would have to make his own obliga- 
tion besides giving secui'ity. 

Mr. Win GO. The point I want to get at is this: Have you sub- 
mitted this bill to the National Board of Farm Organization? 

Mr. Harding. No; I do not think they have considered it. 

I would like to call the attention of the committee to just one 
furthei^ fact. You have already got on the statute books the funda- 
mentals. These foreign banking corporations are being organized 
and will continue to be organized to engage principally in foreign 
exports, under a bill already passed by the House and Sentfte, 
which is probably now a law. Whether you take any action on the 
Edge bill or not, you will have a lot of these companies doing busi- 
ness under State charters, and there will be a great many o? them 
organized unless Congress does something to give direct credits to 
Europe. * 

The corporations that are organized will offer their securities to the 
people. I say the primary function of this bill is to provide for 
Federal incorporation and supervision and to protect the American 
investing public from all manner of blue-sky offerings that may be 
turned out if there is no Fexleral incorporation. With this reasonable 
Federal incorporation, with all proper restrictions, not going too far 
to keep them out, you will have them in. 

I would like to ask you to consider the Federal aid which is pro- 
vided under the War Finance Corporation act. That corp>oration 
has had applications for a great many loans and has found that a 
participation will go a long way. What borrowei-s want is the con- 
fidence of the public. There would be an application made, sav, for 
$20,000,000 or $25,000,000. The War Finance Corporation might be 
authorized to loan the full amount, but would agree to t^ke one-third 
or one-fourth, say, $5,000,000 or $7,000,000. Tlien the bankers who 
had this flotation in charge could go to the public and say, "We 
have got one-fourth taken ])y the War Finance Corporation. How 
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much do you want? " In some cases even the whole amount was 
underwritten by the War Finance Corporation; it did not have to 
take any of it. If you have this Federal incorporation and you get 
some export companies organized, they can apply direct to the War 
Finance Corporation and ask for a loan on two or three years' time 
and offer approved securitv. They could come to the War Finance 
Corporation and say, " We have invested $10,000,000 abroad, and we 
want a large sum of money for financing. We want to issue some of 
our own bonds to sell to the American people. How much will you 
take ? " 

The War Finance Corporation might say, " We will take $1,000,000 
of them." Then they can put out their prospectus and say, " Here is 
a corporation under the supervision of the Federal Eeserve Board. 
We are going to issue these securities to the people, and here is our 
collateral to them. Here is a letter from the War Finance Corpora- 
tion saying they will subscribe for $1,000,000 of these securities." 
Then the investing public will have confidence in them. 

Mr. AcKERMAN. May I say one word? As the Webb-Pomerene 
bill has been mentioned, I would like to say that I wrote the Federal 
Trade Commission and obtained a list of 90 concerns that have incor- 
porated under that law, and, if it is agreeable, I would like to submit 
that as a part of the evidence. It is important, as relating to this 
proposition. 

(The list referred to is as follows:) 

l.IST OF CONCERNS WHICH HAVE FILED STATEMENTS (MAR. 26, 1919), WITH THB 
FEDERAL TRADE COMMISSION IN CONNECTION WITH THE EXPORT TRADE ACT 
(WEBB-POMERENE LAW). 

Adtama Trading Co., 44 Court Street, Brooklyn, N. Y. 

Allied Sugar Machinery Corporation, 120 Broadway, New York City. 

Allied Construction Machinery Corporation, 120 Broadway, New York City. 

Allied Machinery Co. of America, 120 Broadway, New York City. 

Allied Manufacturers* Export Corporation, 60 South Street, Boston, Mass. 

American Export Lumber Corporation, Wilmington, Del. 

American Industrial Supply Export Co., 149 Broadway, New York City. 

American International Steel Corporation, 120 Broadway, New York City. 

American Magnesia Exporters Association, 721 Bulletin Building, Philadel- 
phia, Pa. 

American Paper Exports (Inc.), 30 Broad Street, New York City. 

American Pitch Pine Export Co., 7 West Tenth Street, Wilmington, Del. 

American Steel Export Co., Woolworth Building, New York City. 

American Steel Export Co.*s Brazilian Corporation, Woolworth Building, 
New York City. 

American Tanning Materials Association, Wilmington, Del. 

American Webbing Manufacturing Export Corporation, -care Clark Mc- 
Kercher, Esq., New York City. 

Amsnick & Co., S., of Mexico (Inc.), 120 Broadway, New York City. 

Automotive Products Corporation, Woolworth Building, New York City. 

Australian General Electric Co., Schenectady, N. Y. 

Compagnia General Electric Sud- Americana (Inc.), Schenectady, N. Y. 

Consolidated Steel Corporation, 165 Broadway, New York City. 

Copper Export Association (Inc.), 60 Broadway, New York City. 

Cosmo Trading Co., 133 West Washington Street, Chicago, 111. 

Cranz (Inc.), F., 2 Stone Street, New York City. 

Cranz Importing Co., F. E., 2 Stone Street, New York City. 

Deco Co., 51-53 White Street, New York City. 

Deister Miners' Supply Co., Fort Wayne, Ind. 

De Lima, Carrea & Cortlssoz (Inc.), 8-10 Bridge Street, New York City. 

Dodge & Seymour, 12 Hudson Place, Hoboken, N. J., and Dodge & Seymour 
(China, Ltd.), 12 Hudson Place, Hoboken, N. J., a subsidiary company. 
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Douglas Fir Exploitation & Export Co., 260 California Street, San PraiiciHCo, 
Calif. 

Dunnellon Phosphate Co. (The), 106 East Bay Street, Savannah, Ga. 

European & Far-Eastern Sales Co. (Inc.), 27 William Street, New York 
City. 

Export Clothes-Pin Association of America (Inc.), 90 West Broadway, New 
York City. 

Export Trade Association (Inc.), Borough of Manhattan, New York City. 

Factory Products Export Corporation, 61 Broadway, New York City. 

Fajardo Bros. & Co. ( Inc. ) , 27 William Street, New York City. 

Franklyn International Corporation, 958 Hoe Avenue, New York City. 

Galban Noecker & Co. (Inc.), 82-92 Beaver Street, New York City. 

Galena Signal Oil Co. of Brazil, ITranklin, Pa. 

General Electric do Brazil Companhia, Inc., Rotterdam, Schenectady County, 
N. Y. 

Harper & Co., Locke T., Mills Building, San Francisco, Calif. 

Herzberg & Son, B., 1119 Fillmore Street, San Francisco, Calif. 

Holsam Co. (Inc.), 18 Broadway, New York City. 

International Clearing House of New York (Inc.), 748 Broadwuy, New York 
City. 

Levy Co. (Inc.), A. A., 45 East Nineteenth Street, New York City. 

M. P. Trading Co. (Inc.), 60 Wall Street, New York City. 

Manufacturers Agents Co. (Inc.), Virginia Railway & Power Building, Rich- 
mond, Va. 

Markt & Hammacher Co., 193 West Street, New York City. 

Markt & Schafer Co., 193 West Street, New York City. 

Maxim Munitions Corporation, 120 Broadway, New York City. 

Mexican Importing & Exporting (.'orporatlon, 29 Broadway, New York City. 

MuUer, Maclean & Co. (Inc.), 11 Broadway, New York City. 

Oceanic Trading (.\)nM>rati(m, care H. L. Still, First National Bank Building, 
Pittsburgh, Peini. 

Overseas Products (Corporation, 67 Wall St., New York (Uty. 

Pennsylvania Importing and Exporting Co., 1101 Ccmunonwealth Building, 
Philadelphia, Pa. 

Parsons & Whitteinore (Inc.), 174 Fulton Street, New York City. 

Portuguese-American Exi)orter8 (Inc.), 120 Broadway, Jfew York City. 

Pan American Exporters (Inc.), 517 (iodschaux Building, New Orleans, J-a. 

Pan American Trading (%>., 45 Pearl Street, New York City. 

Pearson ExiM)rt Conwratlon, 170 Broadway, New York City. 

Peek & Co., William E., 104 Pearl Street, New York City. 

Reilwood Export Co., 260 California Street, San Francisco, Calif. 

Phosphate Export Association, 99 John Street, New York City. 

Semtec (Ltd.), 90 West Street, New York City. 

Slnmions Co., Thomas W., 240 California Street, San Francisco, Calif. • 

South African General Electric Co., Schenectady, N. Y. 

Southern Pacific Trading Corporation, Los Angeles, Calif. 

Southern Products Co., Interurban Building, Dallas, Tex. 

Sparks & Co., W. J., 17 Battery Place, New York, N. Y. 

Strong & Trowbridge Co., 17 Battery Place, New York City. 

Sydney Ross Co., 147-153 Waverly Place, New York City. 

Texas Co. (Ltd.), The, (South America), 17 Battery Place, New York City. 

Textile Alliance Export Association, 45 East Seventeenth Street, New York 
City. 

United States Handle Export Co., The, Wilmington, Del. 

United States Paper Export Association, 30 Broad Street. New York City. 

United States Office Equipment Export Association, care Globe Wernicke CJo., 
Cincinnati, Ohio. 

Walnut Export Sales Co. (Inc.), 115 Broadway, New York City. 

Zaldo & Martinez Co. (Inc,), 66 Beaver Street, New York City. 

Zoccola Co. (Inc.), 60 South Street, Boston, Mass. 

Florida Hard Rock Phosphate Export Association, 106 East Bay Street, 
Savannah, Ga. 

Florida Pebble-Phosphate Export Association, 90 John Street, New Yoric 
City. 

American Provisions Export Co., 316-319 Royal Insurance Building, Chicago, 
III. 

Getz Bros, of the Orient (Ltd.), (Inc.), 530 Davis Street, San Francisco, 

Calif. 
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United States Forest Products Co., care of Corporation Trust Co. of Dela- 
ware, Dover, Del. 

Cement Export Co. (Inc.), 40 Wall Street, New York, N. Y. 

American Soda Pulp Export As' oclation, 200 Fifth Avenue, New York. 

American Locomotive Sales Cori)oration, 30 Church Street, New York, N. Y. 

United States Alkali Export Association, 171 Madison Avenue, New York, 
N. Y. 

Alexander Hinchuk Co. (Inc.), 5 Beekman St., New York, N. Y. 

American Milk Product • Corporation, 3^ Broadway, New York, N. Y. 

United States Provision Export Corporation, 175 West Jackson Boulevard, 
Chicago, 111. 

Carolina Wood Export Corporation, W^ilmington, Del. 

Canned Foods Export Corporation, 1730 H Street NW., Washington, D. C. 

National Trading Co., 460 Montgomery Street, San Francisco, Calif. 

Pipe Fittings and Valve Export A^sociation, care A. E. Rowe, Branford, 
Conn. 

Mr. Win GO. I w^as particularly interested in the Governor's state- 
ment in regard to the idea entertained by the farmers that the Gov- 
ernment was going to extend a further credit of $4,000,000,000 or 
$5,000,000,000 to the European nations. I do not see where they 
got the idea that that would be done. It is true — at least I have 
observed in the press — that Mr. Hoover has made statements that 
some $3,000,000,000, $4,000,000,000 or $5,000,000,000 will be neces- 
sary for the further financing of those countries, in order that they 
may rehabilitate themselves in Europe. 

Mr. Harding. The idea is prevalent all through the Carolijias 
and Georgia, and they are sitting back there in a fool's paradise. 
They thought the bill had already been passed; th^y thought that 
Congress was going to authorize an additional credit of $5,000,- 
000,000. I told them I had heard nothing of the sort, and they 
would be very unwise if they counted on that, but that they had 
better go ahead and make independent arrangements to take car^ 
of themselves. 

Mr. WiNGO. It is further true that the press has brought in the 
President of the United States as rather intimating that such a 
policy as that would be necessary. 

Mr. Harding. I think there is where the impression originated. 

Mr. WiNGO. I notice that you provide that these corporations 
shall engage in these banking or other financial operations either 
directly or through the agency, ownership, or control of local in- 
stitutions in foreign countries, or in such dependencies or insular 
possessions as provided by this section. Is it your idea that the 
local institution will be limited to banking institutions, or would 
they include 

Mr. Harding. No, limited to banking institutions. 

Mr. Wingo. Do you catch what I mean, that we could either make 
a foreign bank our agency, or we could control it through a majority 
of its stock, or we could own it outright? Would it be a banking 
institution over there, or a commercial institution? 

Mr. Harding. Let me explain that to you. Some banks have es- 
tablished their own banks in foreign countries where they own the 
whole thing. Under their charter they can establish branches in 
foreign countries, as they have done in Venezuela, for instance, and 
the United States of Columbia. They could establish a bank at 
Bogota or Caracas, and that bank will be a separate, local organiza- 
tion; it will not be a branch. It will be a subsidiary rather than 
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a branch, having its own capital stock, and the parent bank will 
OAvn a controlling interest in that bank. 

Mr. WiNoo. Why not say, "local banking institutions in foreign 
countries," inst<»-ad of saying, "local institutions in foreign coun- 
tries?" 

Mr. Hauding. I think that is all, " local banking institutions." 

The Chairman. I suppose these corporations could buy stock of a 
manufacturing company, could they not, or bonds of a manufactur- 
ing company? 

Mr. Harding. They ought to be allowed to, beciiuse stock may be 
offered to them in trade. 

Mr. WiNGO. That is not the point I was talking about. They 
could buy bonds, directly or through the agency, ownership, or con- 
trol of local institutions in foreign countries. That is what I am 
asking about. Of course, they could buy stock of a manufacturing 
enterprise, if necessary, and they could buy American securities if it 
was necessary to transact the business of an agency through which 
they were going to act in a foreign country, either by subscribing to 
the stock of a foreign bank or by buying its stock or owning all of its 
stock outright. What would be the character of those institutions ? 

Mr. Harding. Banking institutions. 

Mr. WiNGO. There would be no objection to saying, " local banking 
institutions in foreign countries?" 

Mr. Harding. Not at all. 

Mr. WiNGo. Why have these institutions act as fiscal agents of the 
Government? 

Mr. Harding. I do not know of any reason why they should not. 

Mr. WiNGO. What would be the necessity for it, and what would 
be the benefit to the Government? 

Mr. Harding. They could not act as fiscal agents of the Govern- 
ment unless the Secretary of the Treasury requested tliem to do so. 
This is what might develop. It might be that they might be of 
service to the Government in collecting some of this interest on this 
foreign debt. I understand the Treasury has loaned money to most, 
if not all, of the nations associated with us in the war with Grermany 
and the collection of these debts and the interest is of some conse- 
quence, and it might be convenient to the Treasury to have these 
banks act as fiscal agents. 

Mr. WiNGO. That would be in the control of the Secretarv of the 
Treasury ? 

Mr. Harding. Yes. It is not proposed to make the banks fiscal 
agents of the Government; it merely authorizes them to act in case 
the Treasury asks them to do so. 

Mr. WiNGO. In other words, instead of being a privilege granted 
to them, it is a service that we say they shall render if the Secretary 
of the Treasury calls on them to render that service? 

Mr. Harding. Yes, sir. 

Mr. King. In Haiti there is a national institution, is there not, at 
Port au Prince ? 

Mr. Harding. I think so. 

Mr. King. When a bank of that kind is established in some country 
like Haiti, or elsewhere, and there is a revolution there and the bank 
is in danger, it is necessary to send American troops there, is it not, 
to protect the property of our citizens? 
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Mr. Harding. It has not always been done. I think one of the 
banks established branches in Russia, and I have not heard of any 
American troops being in Moscow of I^etrograd. 

Mr. WiNGO. Gov. Handing, I notice you have a provision in the 
bill that should any corporation organized under it fail to comply 
with any of its provisions, you can do certain things with it, yet 
there is not any provision punishing them if they violate any of the 
provisions of the law. Would you have any objection to interlining 
the word, " violate," in line 19, on page 8, where it says, " should any 
corporation organized hereunder fail to comply with 'any of the 
provisions of the laws of the United States, all of its rights, privi- 
leges, and franchises derived herefrom may tliereby be forfeited," 
ard alPo make it apply to the regulations and restrictions under the 
law? 

Mr. Harding. I see no objection to that. 

Mr. Wingo. Let us get down to the real objection to this bill, and 
the real fear that we hear from nearly every quarter. On page 6 of 
the Senate bill, lines 17 to 22, inclusive, you have this provision : 

No corporation orKHiiizod under this act shaU engage in ooiunierce and trade, 
or deal in commodities or foodstuif, or as a condition of extending? credit dictate 
or attempt to control tlie buyer or seller In the disposition of commodities, or 
interfere with the freedom of competition in the sale of commodities. 

How are you going to. prevent that? That is the real fear right 
now, which comes from the wheat growers, which comes from the 
cotton growers, that you are ^oing to build up a great financial insti- 
tution here, controlling foreign exchanges, and that thereby they 
could control foreign exports. 

Mr. Harding. You could put in a clause that the Department of 
Justice could take appropriate action. The Federal Reserve Board 
is not a prosecuting agency. All we could do would be to call the 
attention of the Department of Justice to a violation of the law. 

Mr. Wingo. Would it not be well to put in there a penaltj^ if they 
do undertake to dictate or control the disposition of commodities, or, 
in other words, form a combine? 

Mr. Harding. There is no use putting in a clause of that sort 
unless you accompany it with a penal clause. 

Mr. Wingo. I say to have a penal clause and make it the duty of 
the Department of Justice to enforce it. Do you not think that would 
be wise, because there is a fear I hear expressed in every end of the 
country from those opposed to the bill. They are afraid this will be 
legalized. 

Mr. Harding. Mr. Chairman, there is one more observation I want 
to make bearing on the importance of this bill. I will call attention 
to a statement made by the chairman of the Bank of Liverpool and 
Martin's Bank (Ltd.) on the 22d of July last, at its annual meeting, 
which has been published in British financial journals. He says that 
it is going to be absolutely necessary for Great Britain to reduce 
her imports and increase her exports, and that in view of the pre- 
mium on American exchange in Great Britain that the American 
imports must be reduced to an absolute minimum; and, reading be- 
tween the lines, it appears that Great Britain can better afford to 
trade with France and Germany or any other nation whose currency 
is down — exchange is at a discount as compared with British — and 
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that if America wishes to maintain her exports to Great Britain we 
must do one of two things: We must either extend further credits 
for the essentials that Great Britain needs or else cancel the debt of 
Great Britain and her allies to the United States ; and he goes on to 
say, though, that he has no special reason to hope that this debt will 
be canceled. He says, however, that cancellation of the debt would 
help the whole exchange situation very greatly. 

We need not be surprised if the French should do more business 
with Germany than they will with America. Their business neces- 
sities will overcome their native antipathy and war-time prejudices. 
The German mark is at a discount as compared with French money. 
In other words, the Frenchman has a pretty good trading advantage 
with respect to the German mark. If he deals with the United 
States, he pays 70 per cent premium, and in the other case he gets a 
big discount when he trades with Germany. It is entirely possible 
that some of our gi*eat industries may later on be embarrassed with 
a surplus of goods. If we are going to extend our foreign trade, we 
have got to pay more attention to the countries that can pay cash or 
give us goods in exchange, or if we want to protect our trade with 
European countries we have got to give them long-time credits so as 
to enable them to overcome this difference in exchange. We are at 
a great disadvantage in competing with Germany, because the (Ger- 
man mark is so low and European countries can better afford to 
trade with Germany, if they can pay for the goods, than with the 
United States, for example, the Italian lira, which has only about 
half its normal value in terms of dollars, is at a substantial premium 
in terms of marks. 

Mr. Strong. You will submit to us these suggested amendments in 
regard to these two bills? 

Mr. Harding. Yes, sir. 

STATEMENT OF MB. WILLIAM F. COLLINS, SEOSETA&T COM- 
MITTEE ON COMMEBCE AND MABINE, AMEBICAN BANKERS 
ASSOCIATION. 

Mr. Collins. Mr. Chairman and gentlemen, I am here at the sug- 
gestion of Mr. Waldo Newcomer, chairman of the committee on 
Federal legislation of the American Bankers' Association, and of 
Mr. Thomas B. Paton, general counsel of the association. 

I would like to call the attention of the committee to a circular 
letter which was sent out by Mr. John McCullough, vice president 
of the Mechanics & Metals National Bank of New York City, who 
is chairman of the committee on conmierce and marine of the Ameri- 
can Bankers' Association. This letter was sent out on August 16 to 
20,000 member banks of the American Bankers' Association, request- 
ing expressions of opinion, not only on the Edge bill but on foreign 
trade legislation in general. The replies to this circular letter are 
now being received, and thej' will be tabulated and presented to the 
American Bankers' Association at its annual convention in St. Louis, 
week after next, and I feel sure that if the committee would be in- 
terested at all in those expressions of opinion from the bankers of 
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the country on this legislation^ it would be a great privilege to 
cooperate with them in any possible way. 

The Chairman. It certainly would be interesting. 

Mr. Cousins. I would like, if I could, Mr. Chairman, to present 
a copy of that circular letter to you, for inclusion in the record, if 
you shouhl care to have it. 

Mr. KiN<;. Does the gentlenuin wish to incorporate in the record 
the answers to that letter? 

Mr. Collins. The answers to that letter, Mr. King, have not yet 
been received in full. They are coming in now. 

Mr. KiN<;. Is it your purpose to offer them to tlie committee? 

Mr. Collins. The way those letters will probably be handled will 
be to have the opinions classified, and summarized, and presented to 
the American Bankers' Association. I would say that the replies 
that have so far been received would indicate a very decided interest 
in various sections of the country in this legislation, and a desire 
to see something constructive accomplished. The two points to which 
Governor Harding has referred, that of double liability, and also 
the matter of deposits have received particular attention among the 
bankers. 

Mr. McFaddkn. Are they opposed to those two features? 

Mr. Collins. Well, the replies, so far as they have been received, 
Mr. McFadden, indicate that they think the deposits feature should 
be very carefully considered, very carefully safeguarded. 

Mr. King. What do they mean by carefully safeguarded? 

Mr. Strong. Prohibited? 

Mr. Collins. It is a little difficult, Mr. King, to summarize a 
great many of the replies in a sentence, as you will understand, but 
a number of the bankers are urgent in suggesting that there be no 
competition in the matter of deposits, as Gov. Harding has indicated. 

Mr. Nelson. In sending out these circular letters did you confine 
them almost exclusively to bankers, or has it gone to other manufac- 
turing institutions ? 

Mr. Collins. To the members of the American Bankers' Associa- 
tion. 

Mr. Nelson. Not outside of the American Bankers' Association? 

Mr. Collins. Not outside of the American Bankers' Association; 
no, sir. We would have no authority to do that ; and the committee, 
I might add, has not been in the position of indorsing any legisla- 
tion, but is simply making inquiry to collect opinions. 

Mr. McFadden. What expressions have you in regard to the double 
liability? 

Mr. Collins. The double liability feature came up after the is- 
suance of this circular letter, somewhat recently, by amendment on 
the floor of the Senate, if I am not mistaken. 

Mr. McFadden. You have had no expression from the banks on 
that feature? 

Mr. Collins. None in the replies to the circular letter. 

Mr. King. You are the secretary of the American Bankers' Asso- 
ciation ? 

Mr. Collins. No, sir; secretary of the committee on commerce and 
marine of the American Bankers' Association. 
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(The circular letter above referred to is as follows :) 

The American Bankers' Association, 
Committee on Commerce and Marine, 

New York City, August 16, 1919. 

To the members of the American Bankers' Association: 

In connection with the financing of our foreign trade, along with the exten- 
sion, so far as feasible, of aid to Europe in helping that continent get on its 
feet Industrially after having been racked by more than four years of war, 
your attention Is respectfully directed to the so-called p]dge bill (^. 2472), 
now before Congress. 

This communication is sent you in the hope that it may elicit from you, for 
the benefit and guidance of the committee on commerce and marine of the 
American Banlcers' Association, an expression of your opinion not only on the 
Edge bill, but also on legislation dealing In general with foreign trade. The 
committee distinctly Is not Indorsing any measure, nor would It suggest that 
any measure now before Congress Is perfect or perhaps could not wisely be put 
aside In favor of some new measure. The Edge bill Is instanced for your care- 
ful consideration, because It is a measure on which interest is converging at 
Washington, and comment on It should be to a good purpose. 

This measure, Introduced In the Senate by Mr. Edge, of New Jersey, July 
15, 1919, was referred to the Committee on Banking and Currency, and 10 
days later was reported favorably by that committee with four amendments, 
three of which were suggested by the Federal Reserve Board. The Federal 
Reserve Board has gone on record as earnestly Indorsing the proposed bill. 

The salient features of this bill, together with amendments suggested by the 
Federal Reserve Board and Incorporated In the measure reported to the Senate, 
are presented In an article, " Financial aid for Europe,'* on page 58 of the 
August Issue of the Journal of the American Bankers' Association. A copy of 
the bill In Its latest form could undoubtedly be procured through your Con- 
gressman or one of your Senators. 

The bill, which is designed to amend the Federal reserve act, provides for 
the Incorporation under Federal law of corporations to engage principally 
In International or foreign banking or other financial operations, or In bank- 
ing or other financial operations in a dependency or insular possession of 
the United States. One purpose of the measure is to authorize the Federal 
chartering of corporations of the kinds In which national banks would be 
authorized, as provided by the McLean bill (S. 2305) to invest, for a time, 
in certain limited amounts, under the supervision of the Federal Reserve 
Board. 

The Edge bill, so far as It has been analyzed, carefully provides for sui)er- 
vlsion by the Federal Reserve Board of the contemplated corporations, none 
of which would be capitalized for less than $2,000,000. The safeguards 
thrown about the proposed legislation may, of course, have to be Increaseil, 
but It is apparent that special attention already has been paid to this matter. 
The powers of the proposed corporations, such for example, as, In effect, tak- 
ing mortgages on foreign commercial enterprises and issuing debentures 
thereon for sale to American Investors, would be subject to supervision by 
the Federal Reserve Board. Special attention Is being paid to the matter 
of firmly establishing and maintaining distinct American ccmtrol of cor- 
I)oratlons which, under the proposed act, would be authorized to do foreign 
banking business. 

It Is to be carefully considered whether the Federal Reserve Board should 
not have the definitely stated right of refusing charter, if the parties apply- 
ing for same are not of proper moral and financial character; whether the 
proposed corporations should not be authorized, by specific provisions in the 
act, to Jssue debentures against collateral securities, this being safegimnled 
by the law and not by regulations of the Federal Reserve Board ; and whether 
It should not b(» specifically stated in the act that the proposed corporations 
shall receive no deposits in America, and that such deposits as they may 
receive In foreign countries shall be safeguarde<l with proper reserve regu- 
lations in the law. It also may be considered whether the activities of the 
proposed corporations should not be defined more clearly, the fact that they 
can not do banking business In this country being so set forth In the act, 
and also whether stockholders in the propose<l coriKirations should not be 
liable for a reasonable amount in excess of their investment in capital stock, 
the restrictions not being quite so severe as In the national bank act. 
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It does not seem likely that the machinery proposed by the bill would 
interfere with the individual extension of credits abroad by banking institu- 
tions, a process that recently has been going on. What may be hoped for 
from the measure is that it would put into operation, if necesssary, the 
machinery, under governmental supervision, for extension of credits on a large 
scale to sections of the world in dire need of such credits, and, at the same 
time, this machinery would appear to give a firmer basis for the expansion and 
maintenance of a healthy American foreign trade. One great feature in con- 
nection with the measure is undoubtedly that it would serve very importantly 
to educate American financial and commercial opinion with respect to world 
trade, opportunities therefor, and the measures, evidently necessary for us, 
as the world's market storehouse of goods, money, and credits, to take at the 
present time. 

In the hearing before the Senate Committee on Banking and Currency on 
the measure, Senator Owen, of Oklahoma, formerly chairman of the com- 
mittee, said that he regarded the bill introduced by Senator Edge as of 
" primary, urgent, immediate importance," adding that it would be " of great 
service to our foreign commerce," and that It would "afford an important 
medium of placing European credits with the American investing public, and 
stabilizing foreign exchange to the great benefit of American commerce." 
Senator Owen added : " If this is not done, I warn this committee, as I have 
warned the Treasury Department time and time again, that we are going to 
meet with an obstruction to our foreign commerce that will react with the 
most injurious consequences upon the people of the United States, upon the 
home markets, and upon all sorts of stocks and securities." 

The Edge bill may be improved, or there may be evolved a substitute for it 
which would answer requirements even better. It may be that further and 
more flexible use, properly safeguarded, of the $1,000,000,000 fund authorized 
by the last Congress to be handled by the War Finance Corporation for the 
extension of America's foreign trade would help to solve the problem. At any 
rate, constructive criticism of the Edge or other proposals is needed now. As to 
the Edge measure in the form reported by the Senate Committee on Banking 
and Currency, it certainly seems to afford a basis for considering a highly, 
important subject, and, as such, it is emphatically recommended to your most 
careful thought with the earnest suggestion that, if its ideas and principles 
commend themselves to you, the bill may have your approval, your views being 
communicated to us. If it does not meet with your approval, kindly advise 
us, and, in that event, we would appreciate your views on what should be done. 
Very truly, yours, 

John McHuoh, 
C?ia4nnan Committee on Commerce and Marine, 

American Banker^ Association. 

(Whereupon the committee adjourned.) 
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